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GENERAL 


1.1 Introduction 


This Report has been prepared pursuant to section 12(1) of the Audit Act, 
which requires the Provincial Auditor’s annual Report to be submitted to the 
Speaker of the Assembly not later than December 31st each year, provided that 
the Public Accounts have previously been laid before the Assembly. 


Sections of the Audit Act relevant to the responsibilities of the Provincial 
Auditor are set out in Exhibit 1 of this Report. 


1.2. Timetable for Preparation and Submission of Annual Report 


To comply with section 12(1) of the Act, and to allow the required time 
for the preparation and printing process, our annual reports cover all audits com- 
pleted to the end of each September. This Report, therefore, covers audit activity 
through the twelve month period from October 1981 to September 1982. 


In this connection, as a result of printing deadlines, it is not possible to 
include in this Report any replies from ministries and agencies of the Crown 
which have been received subsequent to September 30. However, all such replies 
are forwarded by this Office to the Standing Public Accounts Committee of the 
Legislature after this Report has been tabled. 


A complete description of the process leading up to the issue of this 
Report is contained in section 5.8. 


1.3. Exception Basis of Reporting 


When reading a report of this nature, it is important to recognize that it is, 
in many respects, a report by exception. Its purpose is to bring to the attention of 
the Legislative Assembly those matters which have been observed and are consid- 
ered significant. 


Reporting in this manner may unduly emphasize deficiencies without 
giving credit for the many circumstances in which no significant irregularities 
were observed. Indeed, several audits of ministries and agencies of the Crown 
conducted during the past year disclosed no matters of major significance to be 
reported. With certain other audits, although weaknesses and deficiencies were 
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reported on, the program activities and systems reviewed, when taken as a whole, 


were found to be generally well controlled. 


In accordance with section 12(2)(a) of the Act, we are pleased to report 
that we received all the information and explanations required in carrying on the 


work of the Office. 


1.4 Status of Suggested Corrective Action and Recommendations 
Contained in Previous Annual Reports 


It is our practice to follow up on the status of suggested corrective action 
and recommendations at the time of our next audit of each ministry or agency of 
the Crown. The status of suggested corrective action and recommendations con- 
tained in our 1981 Report is indicated in Exhibit 9 of this Report. Exhibit 9 also 
provides an update on the status of corrective action and recommendations con- 
sidered unresolved per Exhibit 8 of our 1981 Report. 


1.5 The Standing Public Accounts Committee 


Standing Order 91 of the Legislative Assembly requires that the Report of 
the Provincial Auditor and the Public Accounts be referred to the Standing Public 
Accounts Committee as they become available. This Committee, which is 
appointed for the life of each Parliament, currently consists of twelve members, 
with Committee membership proportional to the respective Party membership in 
the Legislature. As has been the case since 1968, the Chairman is a member of the 
Official Opposition Party. 


The Public Accounts Committee plays an important role in the process of 
accountability for public funds by focusing attention on areas of concern to the 
Legislative Assembly and to the public. The Committee provides the forum to 
which officials of ministries and agencies may be called to account for the legality 


and prudence of government expenditures and the establishment of proper admin- 
istrative policies and procedures. 


Reference was made in our 1981 Report (section 1.6) to the formation of 
the Standing Public Accounts Committee for the First Session of the Thirty-Sec- 
ond Parliament which commenced on April 21, 1981, and to the Committee’s 
activities prior to the adjournment of the Assembly for the summer recess. Upon 
the return of the Legislature from the summer recess in the fall of 1981, the Com- 
mittee resumed its activities. Eight meetings were held during the sroatins of 
October to December 1981. The Committee submitted its final report for 1981 on 
December 14, 1981. Upon receiving the authorization of the Assembly to meet in 
respect of the 1981 Report of the Provincial Auditor and the Public Accounts dur- 


ing the interval between sessions, the C 
: ommittee had a further six meeti 
January and early March 1982. ae 
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Se 
After commencement of the Second Session of the Thirty-Second Parlia- 


ment on March 9, 1982, the Committee held fourteen meetings during the months 
of March to June, prior to adjournment of the Assembly on July 7, 1982 for the 
summer recess. Arising from the Committee’s March 5, 1982 meeting, an interim 
report was submitted to the Legislature on March 11, 1982. 


1.6 Recommendations of the Standing Public Accounts Committee 


For informational purposes, Exhibit 10 of this Report provides the current 
status of recommendations contained in all Reports of the Standing Public 
Accounts Committee from July 10, 1975 to December 9, 1980, to the extent that 
such recommendations were considered unresolved by the ministry or agency per 
Exhibit 9 of our 1981 Report. Exhibit 10 also summarizes the current status of all 
recommendations contained in the Committee’s December 14, 1981 and March 
11, 1982 Reports to the Legislature. 


With regard to the preceding, it should be noted that although certain 
Committee recommendations have been asterisked as being considered resolved 
per Exhibit 10, this does not necessarily mean that the recommendations have 
been resolved to the Committee’s satisfaction. For example, the Committee’s 
December 14, 1981 Report recommended that ‘‘All performance appraisals for 
Government employees should be done in writing and appended to the employ- 
ees’ personnel files.”’ 


In response to this recommendation, the Chairman of the Civil Service 
Commission wrote on February 3, 1982 to advise that, based on research, and to 
promote the most meaningful discussions between the supervisor and subordi- 
nate, the Commission ‘‘consciously refrained from requiring written appraisals 
as part of the government-wide policy.’ Part of the Commission’s implementa- 
tion strategy for performance appraisals was stated as being to ‘‘down play formal 
requirements: forms, mandatory documentation, etc.”’ 


Hence, as far as the Commission is concerned, the Committee’s recom- 
mendation is resolved; however, this response may not necessarily be satisfactory 
to the Committee. 
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COMMENTS ON MINISTRY OPERATIONS 


2.1. Introductory Comments 


Most of the comments contained in this segment of the Report pertain to 
audit observations and recommendations resulting from ongoing ministry audits 
and special reviews. The audits on which the comments are based were com- 
pleted since the date of our last Report and are listed in Exhibit 6. 


2.2 Summary of Audit Observations 


The following summary is presented in order to provide the reader a 
brief overview of the audit observations contained in this chapter. For our 
detailed observations and recommendations, reference should be made to the 
relevant detailed sections of this chapter. 


Ministry of Agriculture and Food 


(2):3} - The major portion of charges to the Ministry under an agreement 
with the University of Guelph could not be assessed for reasonable- 
ness, since they were based on estimates. 


- No documented criteria were used to identify research projects 
under the agreement and to establish priorities. 


- There was a lack of satisfactory project control and procedures to 
report on the extent to which research projects were used by the 
agricultural industry. 


(2.4) e Follow-up of delinquent accounts receivable for laboratory tests was 
deficient. 

Ministry of the Attorney General 

C7ey - Overall EDP planning needed more attention from top management. 


° System development activities as well as physical and data security 
within the Finance and Services Branch required strengthening. 


° A concerted effort is required to resolve the problem of back-up and 
disaster preparedness. 
(2.6) « Controls over certain components of the Ministry’s purchasing and 
accounts payable system required improvement. 
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Ministry of Colleges and Universities 


@.7) - Audited financial statements of universities and community colleges 


can be used to assess whether operating grants were spent for the 
purposes intended. 


- Although the Ministry has started to develop measures to assess 
how well community colleges were utilizing grants, no such mea- 
sures had been developed for grants to universities. 


Ministry of Energy 


(2.8) « The Ministry was not promptly recovering the federal government’s 
portion of expenditures under an agreement, nor had the effective- 
ness of the relevant program been evaluated. 


Ministry of Government Services 


(2.9) - An up-to-date backup and disaster preparedness plan was lacking 
for all three major data centres of the Ministry. 


¢ Internal controls over documenting, authorizing and implementing 
system changes were in need of improvement, as were procedures 
for project administration and accounting controls. 


- Sound internal controls over various security aspects of the data 
centres were in place and being followed. 


« Operations at the data centres were conducted in an economical and 
efficient manner, and planning activities were being directed and 
implemented in a positive and effective way. 


Ministry of Health 

(2.10) « Security measures were inadequate to prevent unauthorized access 
to cheques and other sensitive material at the Ministry’s mail room. 
in Toronto. 


Ministry of Industry and Tourism 


2 a1) . The basis of allocating consultants to, and sometimes within, Min- 
istry area offices needed to be refined. 


Ministry of Labour 


12) . Fees due the Ontario Labour Relations Board for certain hearings 
were often being undercharged or not charged at all. 


- The Board’s word processing capability could be expanded to 
achieve additional economy. 


Management Board of Cabinet 


(2-13) . Continued progress is being made regarding the Management Stan- 
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dards Project, the MBR Improvement Project and in implementing 
the report of the Task Force on Audit Policy. 





(2.14) . One of the Secretariat’s responsibilities, ‘‘ensuring adequate results 
accountability in all program activities through effective Managing 
by Results reviews’’, was not achieved for the 1981-82 Estimates 
review of a major ministry, the Ministry of Health. 


» During the 1982 fiscal year, Management Board Orders totalling 
about $102 million were issued when the Legislature was in ses- 


sion. 
Ministry of Natural Resources 


(ako) . The Ministry should be commended on the manner with which the 
many problems associated with forest fire management and control 
were being addressed. 


- The coordination and management of aircraft hire and operations 
was weak. 


« Procedures to report on the effectiveness and efficiency of forest 
fire management and control were not completely in place. 


(2.16) e Significant income is being lost, since mining taxes are not required 
to be paid on an instalment basis similar to federal and provincial 
income taxes. 


« Rates charged for acreage taxes and mining leases have remained 
unchanged since 1962. 


« Deficiencies were noted in the monitoring of revenue from hunting 
and fishing licences. 


Resources Development Policy Field 


(2.17) Only 22 of approximately 5,200 ministry employees in this Policy 


Field eligible for merit increases during the 1982 fiscal year had 
such increases deferred. 


Provincial Secretariat for Resources Development 


(2718) - No formal agreement existed between the Federal and Provincial 
sovernments as to their respective roles in providing services to 
Native people. This could lead to duplication of effort or unneces- 
sary funding by the Province. 

Ministry of Revenue 


(2.19) - Certain of the deficiencies outlined in section 2.20 of our 1981 


Report pertaining to the payment of property and sales tax grants to 
senior citizens continued to exist. 
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Ministry of the Solicitor General 


(2.20) - Controls over moveable assets were not satisfactory. 


Capital Projects, Various Ministries 


(2.21) « The Province’s total investment in Minaki Lodge Resort Ltd. 
amounted to $21.8 million at March 31, 1982. When the current 
construction project is completed, the total investment is expected 
to be approximately $28.4 million. 


- This amount does not include the costs of ancillary projects related 
to Minaki Lodge, estimated to be $16.7 million. 


« Construction related to The Royal Ontario Museum renova- 
tion/expansion project is expected to be completed in December 
1982, with total capital costs estimated at $56.85 million. 


« This amount does not include certain overhead costs which 
exceeded $700,000 at March 31, 1982. It also excludes any provi- 
sion for additional costs related to gallery exhibit development, 
planned during the period from October 1982 to February 1984 at 
an estimated cost of $2.75 million. 


«In June 1982, the Museum had identified $53.83 million as being 
the total amount of funds available to date for the project, including 
future pledges and commitments. 


2.3. Administrative Weaknesses re Significant Contract, Ministry 
of Agriculture and Food 


During the year, pursuant to the Deputy Minister’s request, we completed 
an audit dealing with various aspects of an agreement between the Ministry and 
the University of Guelph. The objectives of our audit included assessments of 
whether financial controls exercised by the University and Ministry were ade- 
quate, and whether a satisfactory control process existed for research programs 
and projects undertaken by the University on behalf of the Ministry. 


Our findings resulting from this audit were as follows: 


e Charges made under the agreement for salaries, benefits and overhead 
were based on time estimates, since the University did not maintain rec- 
ords of actual time spent on services provided. We were therefore 
unable to determine the appropriateness of the majority of the 
total expenditure charged under the agreement for the 1982 fis- 
cal year. 


« Based on tests performed on other direct operating expenses, we were 
satisfied that they were incurred for purposes of the agreement. 
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. It would be more economical for the Ministry to purchase certain items 


directly, thus avoiding being charged for overhead by the University. 


. No documented selection criteria were used by the University to identify 
research projects and establish priorities. We were therefore unable 
to assess the reasonableness of this process. 


Satisfactory project control did not exist, since budgets, time check points 
and completion dates were not established when research projects were 


undertaken by the University. 


- Satisfactory procedures were not in place to report on the extent to which 
benefits of research projects were used by the agricultural industry. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


Under an agreement dated June 1968, the University of Guelph conducts 
research, extension and special services and educational programs on behalf of 
the Ministry of Agriculture and Food. Research programs conducted under the 
agreement are aimed at strengthening the food system in Ontario. Generally, the 
programs are designed to improve the plants and animals basic to food production 
and to develop more efficient techniques for the use of land, water, energy and 
other resource inputs. 


The Ministry pays all direct costs of approved programs plus overhead 
costs that are mutually agreed to. Overhead costs are billed at 40 per cent of all 
direct operating expenses. 


The emphasis of our review was placed on research programs, since these 
account for more than 80 per cent of the charges under the agreement. Total 
expenditure incurred under the agreement by the Ministry for the 1982 fiscal year 
was $20.5 million. The majority of this expenditure was charged to the Ministry’s 
Agricultural Education and Research Program. 


Salaries and Benefits 


| For the period May to December 1981, expenditure for salaries and ben- 
efits amounted to $7.7 million or about 84 per cent of the total direct operating 
expenses of $9.2 million. This expenditure represented salaries and benefits paid 


by the University to faculty and support staff for work performed related to the 
Agreement. 


When faculty and support staff were hired by the Chairman of the Depart- 
ment of the University, the amount of time which they would spend on activities 
related to the agreement or to the University was established. There was no require- 


ment that staff should submit time reports on actual time spent on work done related to the 
agreement. 


In the absence of reports identifying actual time spent on programs funded by the 
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Ministry, there was no assurance that expenditure incurred related to work performed under 


the agreement. Conversely, the University functions could be overcharged. 


We recommended the Ministry ensure that the University maintains rec- 
ords of time spent by staff on activities related to the agreement. 


Overhead Costs 


Under the agreement, the University recovers overhead costs on pro- 
grams funded by the Ministry through an overhead charge. The charge was estab- 
lished at 40 per cent of direct operating expenses in correspondence dated Febru- 
ary 3, 1976 between officials of the Ministry and the University. This rate was 
justified each year through calculations done by the University when the budget 
for that year was determined. 


Overhead costs charged to the agreement for the 1981 fiscal year and the 
period May 1981 to December 1981 were $5.3 million and $3.7 million respec- 
tively. 


We performed a review of the calculations used by the Comptroller’s 
department of the University to allocate the 1981-82 budgeted overhead expendi- 
ture between activities related to the agreement and to the University’s func- 
tions. 


Overhead costs were allocated, where applicable, in two stages. For 
example, the costs for physical resources such as heating, lighting and housekeep- 
ing were first allocated to the University’s departments on the basis of square 
footage. These calculations were done by qualified personnel outside the Comp- 
troller’s department. 


We felt that the bases of allocation of significant items were appropriate. 


Secondly, all overhead costs for these departments were distributed to the 
University’s functions and to activities related to the agreement on the basis of an 
estimate of time (man years) to be spent on activities related to the University and 
the agreement. We felt that this basis of distributing all overhead costs by man years was 
appropriate. However, since records of actual time spent by the University’s staff on activities 
related to the agreement were not maintained, we could not assess the reasonableness of the 


time estimates used. 


Purchases ° 


All purchases (direct expenses) made by the University under the agree- 
ment were increased by the overhead rate of 40 per cent. Items purchased were 
mainly used in research work carried out at the research stations and the Univer- 
sity’s laboratories. 


Our review of certain items purchased by the University revealed it would 
be more economical for the Ministry to purchase these pea nmane and avoid overhead 


costs. 
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For example, the University purchased the following items from a few 
suppliers in the 1981 fiscal year: 


$ 
Feed 205,379 
Soil, seed and fertilizer 120,561 
325,940 
Overhead (40%) 130,376 


We therefore recommended the Ministry review all purchases made by 
the University under the agreement, and where practicable, purchase items 
directly so as to minimize overhead costs. 


Project Selection 


Research projects are identified and selected by faculty members (scien- 
tists) in consultation with their respective Department Chairman and Program 
Coordinator. We were advised that projects selected are those which best achieve 
the goals and objectives of the program. 


As part of the research project identification process, faculty members are 
required to describe the objectives and expected benefits to be derived by the agri- 
cultural industry before projects are approved. All projects require the approvals 
of the Department Chairman, College Dean and Associate Director of Research of 
the University of Guelph. 


In our discussions with the Director of Research, at the University, we 
were informed that no documented selection criteria are used to identify research projects 
and establish priorities. However, department Chairmen, having a knowledge of 
their field of science, evaluate project proposals and establish priorities. 


We were therefore unable to assess the reasonableness of the process used 
for identifying and selecting projects. We felt that formal written criteria are necessary 
to demonstrate to the Ministry and other interested parties that decisions are made on a ratio- 


nal basis. 


We recommended that criteria for identifying and setting priorities be 
established in writing and documentation be maintained showing the extent to 
which selected projects meet these criteria. 


Program Funding and Project Control 


Research work undertaken by the University consists of a grouping of 
related projects designed to meet the objectives of the program. For example, the 
Beef Cattle Program would involve research work on several projects to meet the 
objectives of the program. 
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Each year, the University forwards a program proposals plan to the Min- 
istry indicating the budget required to maintain the programs for the current year. 
The program proposals plan includes a distribution of estimated costs for each 
program for the current year. The Ministry reviews the budget request by func- 
tion, makes adjustments and approves. The University then distributes the 
approved budget to the various programs. No further distribution is done at the 
project level. 


Research project budgets and time limits, except an outer time frame of three years 
for completion of each project, are not established when projects are approved by the Univer- 
sity. We observed that budget and time schedules were required for research proj- 
ects sponsored by the Government of Canada. 


Since budgets and completion dates were not established at the outset, satisfactory 
project control did not exist. 


We recommended, where practicable, that budgets and estimated com- 
pletion dates be developed for research projects undertaken on behalf of the Min- 
istry. Also, costs should be controlled against budgets and time check points 
established for reviews of progress of research projects. 


Procedures to Report on Effectiveness 


We felt that the use made of research work by the agricultural industry 
was essential information for further research program funding. Although as part 
of the project identification process, expected benefits to the industry are required 
to be stated, we observed no evidence of follow-up done to determine whether these benefits 


were used by the industry. 


The University’s efforts, in this area, did not extend beyond making 
results /recommendations available to the Ministry and agricultural industry in the 
form of publications. 


Our review of the minutes of the Agricultural Research Institute of 
Ontario meetings for the period March 1980 to December 1981 indicated that dis- 
cussions did not cover whether research benefits were used by the agricultural 
industry. These discussions were mainly concerned with appropriateness of pro- 
grams’ objectives and need for research. 

In our discussions with the Director of Research at the University, we 
were informed that in future the University would be gathering data on benefits of 
selected research programs/projects and the data would be used to support the 
University’s budget request to the Ministry. 


In our opinion, satisfactory procedures were not in place to report on the extent to 


which benefits of research programs/projects were used by the agricultural industry. 


We therefore recommended that the Ministry ensure that procedures are 
developed, where feasible, to report periodically on the benefits of research to the 
agricultural industry. 


20 AUDITOR’S REPORT FOR 1981-82 


The following comments were received from the Deputy Minister of 
Agriculture and Food on September 22, 1982: 


“T have reviewed your report of the above audit and, in general, 
find it quite acceptable. Ministry staff will be meeting shortly 
with officials from the University of Guelph to discuss the report 
and to consider how best the recommendations can be imple- 


mented in their entirety or in part.”’ 


2.4 Inadequate Follow-Up on Overdue Accounts Receivable, 
Ministry of Agriculture and Food 


An audit of the Ministry of Agriculture and Food included an assessment 
of collection procedures related to veterinary laboratory services accounts receiv- 
able. We found that: 


The timeliness and effectiveness of procedures for the follow-up of delin- 
quent accounts needed improvement. 


e The weekly accounts receivable error report was not complete. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


Laboratory test services are provided to veterinarians and other individ- 
uals at six locations throughout Ontario. Reports are prepared at the various 
laboratories for services performed and billing information is sent to the Min- 
istry’s Accounts Branch for production of customer statements and the updating 
of the EDP accounts receivable ledger. Total Ministry revenue for veterinary ser- 
vices was $540,000 for the year ended March 31, 1982 (1981, $511,000). 


Collection Procedures 


We noted that approximately $55,000 of the $118,000 total accounts receivables 
for laboratory tests outstanding at September 30, 1981 was over 3 months old and further- 
more, a significant portion of this $55,000 had been outstanding over twelve months. 


For overdue receivables, the Accounts Branch attempts to send out 
reminder notices. For receivable accounts under $50, no further collection 
attempts are made after two reminder notices have been sent out. For accounts 
over $50, the second reminder notice states that the account will be referred to the 
Central Collection Services, Ministry of Government Services unless payment is 
received shortly. 

We noted that significant delays were occurring in the follow-up of overdue 


accounts. For instance, for accounts under $50, no reminder notices were sent out 
from March to late November, 1981. 


The timeliness and effectiveness of collection follow-up procedures 


needed to be improved and we suggested that the following procedures be given 
serious consideration by management: 


COMMENTS ON MINISTRY OPERATIONS 21 
a eeeeeeeSeeeeeeeeSFSsSsh 


(1) The EDP software be revised so that the system would automatically 
produce first and second reminder notices on overdue accounts. 


(2) The local veterinary laboratories become more involved in the 
follow-up of delinquent accounts. For instance, on a monthly basis 
the laboratories could be provided with a listing of all significantly 
overdue accounts in their area, with instructions that new business 
should not be accepted from any of the customers on the list until the 
outstanding balance is paid. Secondly, those customers with long out- 
standing balances should be telephoned to inquire as to why their 
accounts were significantly overdue. 


Error Report 


The Accounts Branch receives a weekly error report which is used as the 
source document in identifying and correcting all data input errors relating to the 
billings and update of the accounts receivable ledger. This error report lists errors for 
the current period only and accordingly, any errors not corrected in the previous period could 
remain undetected. 

We recommended that the EDP software be revised so that all uncor- 
rected errors, not just those occurring in the latest period, are identified on the 
error report. 


On June 29, 1982, the Deputy Minister of Agriculture and Food advised 
us that ‘‘We are improving procedures for the follow-up of delinquent 
accounts .”’ 


2.5 Control and Administration Deficiencies re Electronic Data 
Processing, Ministry of the Attorney General 


During the year, we completed a review dealing with an assessment of 
various aspects of internal and management controls associated with the elec- 
tronic data processing (EDP) activities of the Ministry of the Attorney General. 
Our review encompassed overall Ministry policies and practices, and also the sys- 
tems employed by the Finance and Services Branch as well as the Information and 
Computer Systems Branch. 


The major conclusions we reached were as follows: 


¢ Overall EDP planning within the Ministry was not receiving sufficient 


attention from top management. 


« There were major weaknesses in the system development activities of the 


Finance and Services Branch. 


« Physical and data security within the Finance and Services Branch 


required strengthening. 


« Written procedures regarding computer program changes were lacking 


in the Information and Computer Systems Branch. 
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. A concerted effort is required to resolve the problem of back-up and 


disaster preparedness. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


Preliminary meetings with Ministry officials indicated that EDP not only 
impacted the Finance and Services Branch, but was also being employed in 
Courts Administration. 


Following further investigation, we became aware of the fact that while 
the Finance and Services Branch did refer to the Information and Computer Sys- 
tems Branch for advice and guidance, they in effect managed and controlled their 
computer systems autonomously, down to setting their own standards, employing 
their own programmer and operating their own computer hardware. We therefore 
conducted our review on two separate entities, Finance and Services Branch and 
the Information and Computer Systems Branch coupled with the Courts Adminis- 
tration area. 


Ministry Policies and Practices—Planning 


At the time of our review, the Ministry had a number of EDP applications 
being processed at both Queen’s Park and Downsview Computer Centres, and 
supported by the Information and Computer Services Branch. In addition, there 
was an in-house mini-computer being utilized by the Finance and Services Branch 
to process related financial applications. 


The bulk of all the above applications had been in operation since the 
early to mid 1970’s and considerable effort was being expended on tactical plan- 
ning to upgrade and modernize them. 


The main drawback to these tactical planning exercises was the absence of an overall 
strategic plan for EDP in the Ministry as a whole against which the specific needs of the 
various departments could be assessed, priorities established and the integration 
of systems determined. Such a plan should clearly define the Ministry’s long- 
range goals and objectives and be approved by senior management. 


7 The aggregate expenditures on EDP for the 1982 fiscal year in the Min- 
istry were estimated at $3.7 million. Adequate plans, policies, procedures and 
Management controls are essential for maintaining proper accountability and the 


economical and efficient use of EDP resources in achieving Ministry goals and 
objectives. 


We therefore recommended that: 


1. Top management enunciate a data processing policy for the Ministry. 


2. Long-range plans, in line with the Ministry’ iecti 
try’s objectives, b 
for the EDP functions. Dedenbg 2s (OSI NE 


—————— 
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A formally constituted Steering Committee of senior management per- 
sonnel be assembled to: 


(a) approve changes to the Strategic Plan which will undoubtedly 
occur from time to time; and 


(b) approve, monitor and control the implementation of Tactical 
Plans developed in support of the Strategic Plan. 


Finance and Services Branch 


a) Application Systems Development 


Applications systems development services were being performed under 
an agreement with a programmer on a part-time basis. The programmer normally 
worked at home and by using a portable terminal and an accoustic coupler with 
dial up facilities, could access the Ministry computer at any time. Instances 
occurred where the programmer remained connected to the computer for several 


days. 


Further investigation into this mode of operation revealed the following 
major weaknesses. 


1. 


It was virtually impossible to verify the hours that the programmer actually 
worked. A chargeable time report was submitted every two weeks list- 
ing the number of hours worked and the application worked on but 
there was no way that these could be checked as there were no forma- 
lized computer program change control procedures. 


The programmer had a key to the computer room and had access to the com- 


puter 24 hours per day. 


Documentation of the system was poor and in some cases non-existent. A 
review was conducted of the 26 program module binders which were 
in the computer room. 13 were empty, i.e. contained no documenta- 
tion, 3 had minimal documentation, and the remaining 10 had some 
documentation but none of this was completely up to Ministry stan- 
dards. 


. The lack of good documentation coupled with the fact that there was 


only one knowledgeable programmer could leave the Ministry in a 
very vulnerable position should anything happen to that programmer 
and the system develops problems. 


We recommended that: 


Consideration be given to having application systems development 
services provided by the Information and Computer Systems Branch 
of the Ministry to alleviate the dependence on one individual. 
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2. User management insist that program documentation be defined as an 
integral part of any new application or modification for existing ones 
and that the systems or changes not be accepted until these are tested 
and a complete package is delivered to the user. 


3. Programming standards be developed and enforced. 


b) Security, Back-up and Disaster Preparedness 


The physical security of the computer room was weak. Although the door to the 
room was fitted with a dead bolt lock that could only be opened from the outside 
with a key, there was an unlockable sliding window through which entry to the 
room could be easily gained. 


Fire protection was virtually non-existent. There were no smoke/heat sensors in the 
computer room nor were there any hand held fire extinguishers available. According to 
procedures and a posted notice on the door of the computer room smoking was not 
permitted in that area; however, we observed during the audit that this rule was 
not being enforced. In addition the floor fire alarm cannot be heard in the computer room. 
Personnel interviewed were not aware of what action they should take in case of 
fire. 


With regard to data security, no log-on password protection was provided for 
systems operations. Since the mini-computer being used normally has systems secu- 
rity password protection built in, it must have been removed from the equipment 
at some time. 


Application password protection is a programming function but the 
access level should be determined by user management. There was no password 
protection for any of the applications used by this branch. 


There was no written disaster preparedness plan, nor had alternate processing facili- 
ties been identified and negotiated for. Should a disaster occur necessitating the use of 


alternative processing facilities, the branch would be in a very vulnerable posi- 
tion. 


We recommend that: 
1. The computer room be physically secured as soon as practicable. 
2. Fire protection be strengthened by: 


—the acquisition of a portable fire extinguisher for the computer 
room; 


—emergency procedures being written down and all personnel 
becgming familiar with them; 


—action being taken to ensure the building fire alarm can be heard in 
the computer room; and 


—insuring that the No Smoking rule is strictly enforced. 
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3. Log-on password protection be installed to prevent unauthorized use 
of the computer. 


4. Application password protection, as deemed necessary by user man- 
agement, be instituted to prevent unauthorized access to data. 


5. A disaster preparedness plan be written and distributed to all interested 
parties. Such a plan should address hardware, personnel, input/output 
processing, transportation, documentation, forms, programs, etc. 


Information and Computer Systems Branch (ICSB) 
a) Computer Program Changes 


The main emphasis of our review in this area was centred on the systems 
support activities for the utilization of the CYCLOPS system, which is an EDP 
application system for court office administration in the Judicial District of 
York. 


We reviewed in detail the change control procedures for the CYCLOPS 
system. We observed that there were no written procedures or instructions for properly doc- 
umenting these changes. As a result, we found that a number of the change specifica- 
tion forms were not completely filled-in or properly authorized. 


We recommended that: 


ICSB develop, document and institute a formalized systems 
change procedure to improve internal control in this area. These 
procedures should specifically address the question of authoriza- 
tion for the implementation of changes in order to maintain the 
principle of segregation of duties. 


b) Back-up and Disaster Preparedness 


We reviewed the management controls over the contingency planning and 
disaster preparations with regard to file back-up and assignment of responsibilities 
and procedures, for each of the systems within the Ministry. 


The Information and Computer Systems Branch had recently undertaken 
a complete review of the emergency maintenance and disaster recovery plans for 
applications over which they had responsibility. Personnel responsible for each 
system had been identified and necessary actions had been initiated by ICSB man- 
agement to develop discrete procedures. 


We were unable to find any clear cut delineation of responsibilities between the Min- 
istry of the Attorney General and the Ministry of Government Services (MGS), (who perform 
the actual processing of the applications) as to who was responsible for backing up and provid: 
ing data files in the event of disaster. This assignment of responsibility becomes criti- 
cal particularly in an on-line data base environment. 


The whole question of back-up and disaster preparedness when the actual 
processing is carried out by an agency outside the Ministry (either MGS or a Ser- 
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vice Bureau) is very complex. Under these conditions it is imperative that defini- 
tive responsibilities of each party are clearly written down and agreed to by all 
parties. Our discussions with other ministries have indicated that this may be more 
of a government wide problem, and we have voiced this concern to the Director of the 
Management Technology Branch of the Management Board Secretariat and also 
the Executive Director of the Communication and Computer Services Division of 


MGS. 


Nevertheless, we felt that a solution to this very complex problem should 
be given high priority, particularly in view of the future enhancement plans for the 
Courts Administration systems. The resolution of this problem should, at a min- 
imum, involve user management, ICSB, MGS Data Centre(s) management, and 
possibly Management Technology Branch of the Management Board Secre- 
tariat. 

We therefore recommended: 


1. The Ministry of the Attorney General negotiate a written contract with 
MGS which, amongst other items, clearly stipulates back-up responsi- 
bilities of the various parties. 


2. ICSB, in conjunction with user management develop a back-up and 
contingency plan based on the above negotiated agreement. 


The Deputy Attorney General wrote to us on July 14, 1982 and advised 
that: 


Ministry Policies and Practices—Planning 


I. “‘Co-ordination and Policy concerning data processing is 
now being developed and continuing emphasis on its develop- 
ment and modification will be handled through the Senior 
Management Committee. 


2. “‘We are in agreement with your recommendation and are 
commencing action on this matter. 


3. “The Steering Committee is in place as per your recommen- 
dation.’’ 


Finance and Services Branch 
a) Application Systems Development 


“In dealing with the recommendations . . . as a group, a tender 
led to the completion of a contract with a software house to pro- 
Vide a second source of programming expertise. Part of the 
project covered the implementation of a programme selector 
utility which permits a security system to be installed and which 
generates improvements in programme documentation. Further- 
more, this selector utility will provide a daily printout of all 
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activity on the system at all levels of authorized access, includ- 
ing the number of hours the fee programmer was working in the 
system. These initial reports have some gaps and inconsisten- 
cies which are now being sorted out by the software house. 


“The problem concerning the stated lack of documentation 
relates to old applications that were put in place some years 
ago and the cost in terms of time, effort, and money which 
| would need to be expended to create the appropriate documen- 
tation for eight year old files would be prohibitive when consid- 
ering the return we would obtain. However, the 3 (three) new 
systems put in place during the last year are fully documented 
and meet the recommendations contained within the Audit 
Report as they pertain to this matter. 





“‘We have ordered a set of programming standards from our 
software house and as soon as these are developed and deliv- 
ered, they will be put into place.’’ 





b) Security, Back-up and Disaster Preparedness 


1. ‘“‘The computer room has been physically secured and 

where possible we will be installing special combina- 
tion door locks in order to limit access to the general 
area of all computer installations. 


2. ‘‘Fire extinguishers are in place. A written notice will 
be placed in a visible location instructing staff on fire 
procedures. However, the architect has informed us 
that it will not be possible to place a fire alarm in the 
computer room and therefore alternative warning 
methods will need to be developed. 


3.& 4. “‘These recommendations have been implemented as 
part of the implementation of the sector utility. 


5. ‘“‘We are currently formulating a disaster preparedness 
plan as per your recommendation.”’ 


Information and Computer Systems Branch 
a) Computer Program Changes 


“We have instituted a system whereby the user is notified of 
problems or potential problems. The user then completes a req- 
uisition for the work to be undertaken. This requisition includes 
the date of request, nature of the request and probable comple- 
tion dates. Under this procedure nothing is undertaken without 
the full knowledge and approval of the user.”’ 
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b) Back-up and Disaster Preparedness 


“Under the current circumstances it is not possible for the 
Attorney General to negotiate a written contract with M.G.S. 
concerning back-up responsibilities for the following reasons: 


1. We feel this situation to be a Government wide problem 
and the policy surrounding it to be beyond the jurisdiction 
and scope of the Ministry. 


2. While our data is secured via back-up systems, the hard- 
ware necessary to process the back-up data does not exist 
within M.G.S. Therefore, under this current situation it 
would not be possible to process data if a failure should 
occur in the M.G.S. hardware. Again, we feel that this is 
a Government wide responsibility and that any policy in 
this area should be developed by M.G.5S. 


“In addition to the above comments we feel that it might be 
appropriate for the Office of the Provincial Auditor to bring these 
concerns to the attention of M.G.S. in order that a co-ordinated 
Government policy might be developed. Our Information and 
Computer Systems Branch personnel would be willing to assist 
M.G.S. wherever possible in the development and implementa- 
tion of such a policy. Notwithstanding the above comments, we 
have been in touch with both M.G.S. and Management Technol- 
ogy Branch of the Management Board of Cabinet with respect to 
this matter and we will be pursuing this issue further.’’ 


With regard to the final paragraph of the preceding reply, reference 
should be made to section 2.9 of this Report. 


2.6 Deficiencies in Purchasing and Accounts Payable, Ministry of 
the Attorney General 


One of the objectives of our most recent audit of the Ministry of the Attor- 
ney General was to evaluate the adequacy of the Ministry’s purchasing and 


accounts payable system, in order to ensure compliance with established policies 
and procedures. 


Although we found controls to be generally satifactory, the following 
areas were found to be in need of improvement: 


¢ A reassessment of recording and controlling of the Ministry’s long dis- 
tance telephone charges was needed. 


¢ Communication between the Purchasing and Accounts Payable Sections 
could be strengthened. 
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e Excess costs were being incurred on rental of cars by certain Ontario 
Municipal Board members. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Details of the preceding findings, together with the Deputy Attorney Gen- 
eral’s response of May 7, 1982, are contained in the succeeding paragraphs. 


_ Telephone Expenses 


Telephone expenses for the year ended March 31, 1982 amounted to 
approximately $2.3 million (1981, $1.9 million). Our review of telephone 
expenses for the period ended November 30, 1981 indicated the following: 


—The expense allocation of telephone expenditures served no purpose. 
Long distance and service charges were not coded to separate accounts thus mak- 





ing analysis and control of these charges difficult. 


We recommended that all long distance and service charges be coded 
to separate accounts to facilitate better analysis and control. 





—Bills for long distance calls made by Metro Toronto Branches were 
sent to the branch offices for their approval, but no follow up was being 
done by the Finance and Services Branch to ensure that all bills were duly 


approved and returned. 


We recommended that the Finance and Services Branch control all 
such telephone bills sent for approval to the branch offices. 


—The Ministry’s Manual of Administration, section 1.6.1., states that 
‘‘whenever possible, the government long distance network should be 


used .. . only when these lines remain busy after several attempts 
should urgent calls be placed over the regular long distance telephone 
lines’’. 


We noted that approximately 25% of the long distance costs of $117,000 for the 
Metro Toronto Branches for the 1981 fiscal year, were for calls made to centres 
serviced by the inter-city lines, a figure which suggested the need for more 
diligence in using the government long distance network. 


We recommended that long distance charges be carefully reviewed by 
all branch offices for reasonableness. Employees should be encouraged 
to use the government long distance network, whenever possible, and, 
for better control, to complete the standard ‘‘Long Distance Telephone 
Call Record’’ forms used within the Provincial Government. 


Ministry reply: 


“In essence the comment contained within the Audit Report 
seems to suggest that increased involvement by programme man- 
agers is needed in reviewing and controlling long distance tele- 
phone charges. 
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“Currently, each manager receives a Copy of the monthly long 
distance listing for his/her approval. However, in order to rectify 
the apparent deficiency outlined in the Audit Report we are insti- 
tuting measures whereby respective long distance bills will be 
forwarded to managers for verification on a negative conjirma- 
tion basis and establishing expense codes to separate long dis- 
tance from service charges. In addition, we are arranging to 
notify managers of the availability of the ‘Long Distance Tele- 
phone Call Record Form’ for control purposes, and monitoring 
use of long distance services.’ 


Purchase Orders 


We noted several instances where amounts and/or terms stated on the invoices rec- 


ommended for payment differed from those stated on the supporting purchase orders. 


We recommended that the Purchasing Section, in keeping with the Min- 
istry’s purchasing procedures, forward copies of purchase order amendment 
forms to the Accounts Payable Section whenever there is a change to the original 
purchase order. 


Ministry reply: 


‘‘While our review of this situation does not indicate the problem 
to be of a significant nature, we have commenced action to inves- 
tigate the nature and extent of the variance in order to reduce 
errors to a minimum. The Director of our Finance and Services 
Branch will be holding biweekly meetings for the next month or 
so in order to determine whether any corrective action is needed. 
In addition, specific procedures will be introduced to ensure that 
there is a matching of purchase orders and invoices prior to 
invoices being approved for payment.”’ 


Rental of Cars 


Excess costs were being incurred on car rentals by certain Ontario Municipal Board 
members. The Ministry bears unnecessary charges for additional days when rental 
cars are picked up on Fridays or weekends for business use in the week following. Our tests, 


covering the 1981 fiscal year, revealed 11 such instances involving two Board 
members. 


| We recommended that these extra costs with respect to rental cars be 
avoided wherever possible. 


Ministry reply: 
“The issue concerning the use of rental vehicles by O.M.B. 


members on weekends has been rectified. The Chairman of the 
Ontario Municipal Board has been notified that weekend rentals 
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~ should be utilized only in those instances in which the circum- 
stance warrants such an action. The Finance and Services 
Branch shall continue to monitor this situation in order to ensure 
maintenance of this policy.’’ 


2.7 Operating Grants to Universities and Community Colleges, 
Ministry of Colleges and Universities 


An objective of a recent Ministry audit was to determine if the Ministry 
had procedures in place to assess: 


(a) whether operating grants provided to universities and community col- 
leges were spent for the purposes intended, and 


(b) whether such grants were spent with due regard to economy, effi- 
ciency and effectiveness. 


We concluded that: 


e The audited financial statements submitted by the universities and com- 
munity colleges can be used to assess whether operating grants were spent 
for the purposes intended. 


e The College Affairs Branch has started to develop some measures to 
assess how well the community colleges were utilizing funds made avyail- 
able, but the University Relations Branch had not developed any such 
measures regarding operating grants to universities. 


- Although regulations have been approved requiring community colleges 
to have operational reviews done once every three years, terms of refer- 
ence had not yet been developed for these reviews. No such reviews were 
planned for universities. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


Operating grants to the Province’s twenty-two universities and twenty- 
two community colleges are administered by the University Relations Branch 
(URB) and College Affairs Branch (CAB) of the Ministry. Staffing for URB and 
CAB consists of 12 and 43 employees respectively. Additionally, two indepen- 
dent bodies, the Ontario Council on University Affairs (OQCUA) and the Council 
of Regents for Colleges of Applied Arts and Technology (Council of Regents) 
provide the Minister with funding advice concerning operating grants. 


Operating grants are distributed to the institutions according to a formula 
based on weighted enrolments. For the 1982 fiscal year, operating grants to unl- 
versities and community colleges amounted to $923.5 million and $349.4 million 
respectively. These payments in total represent about 75 per cent of Ministry 
expenditure. 
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Accountability for Operating Grants 


Accountability is the obligation to answer for responsibility that has been — 
conferred. In the case of operating grants to universities and community colleges, 
this responsibility can be fulfilled by reporting on whether funds were spent for 
the purposes intended (financial reporting) and whether they were spent with due 
regard to economy, efficiency and effectiveness (resource utilization reporting). 


Reports received by the URB and the CAB from universities and colleges 
include audited financial statements, audited enrolment statements and other data 
such as faculty numbers, student enrolments and facility utilization. We felt that the 
financial reporting responsibility was satisfied with the receipt of the audited financial state- 


ments. 


With respect to resource utilization reporting we noted that the informa- 
tion received provides some of the basic data for analyzing how well funds were 
spent. The CAB has started developing some measures of college efficiency but has not yet 
developed procedures to ensure due regard for economy and effectiveness of a college’s opera- 
tions. The URB, however, has not developed any measures of resource utilization by individ- 


ual universities. 


We understood that no further steps had been taken to develop measures for such 
reporting because the URB and CAB did not believe they had the mandate to require resource 
utilization reporting from the various institutions. We were advised that neither the 
enabling Acts of the universities nor the Ministry of Colleges and Universities 
Act, which established the colleges, specifically require the institutions to report 
on resource utilization. We were also advised that traditionally the universities 
and colleges had operated with relative autonomy with respect to how well they 
utilized the moneys from the Province. 


On the other hand, we felt that it was the responsibility of the Ministry to ensure that 
funds provided in the form of transfer payments are well managed by the recipients, that is, 
that due regard is paid to economy, efficiency and effectiveness. We would there- 
fore expect that, unless there were legislative provisions to the contrary, the Min- 
istry would be requesting resource utilization reports from universities and col- 
leges. Our review of the enabling Acts for the universities as well as the Ministry 
of Colleges and Universities Act did not indicate any such inhibiting provisions. 


While the enabling Acts for universities state that financial responsibility 
for operations rests with the Boards of Governors, we did note that the Ministry of 
Colleges and Universities Act Specifically states that financial responsibility for 
the colleges rests with the Minister as well as responsibility for the maintenance 
and conduct of colleges. We felt these provisions supported our view that the CAB should 
be developing better procedures to measure how well the colleges are utilizing public funds. 


| We did note that in April 1982, an amendment to the regulations govern- 
ing colleges provided for an “operational review’’ to be carried out at the colleges 
In a Manner approved by the Council of Regents. At the completion of our audit in 
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_ September, 1982 no terms of reference for the ‘‘operational review’’ had yet been established. 


The Chairman of the Council of Regents has, however, advised us that the 


“operational review”’ will encompass an examination of management controls 
and processes. We were advised that no such reviews are planned for universities. 


We felt that a review of management controls and processes along with improved 
measures of resource utilization reporting would provide the Ministry with the necessary 
assurances that the colleges are managing their resources with due regard to economy, effi- 
ciency and effectiveness. 


We therefore recommended that: 


—the current analysis and measurements done by the CAB be further 
strengthened and the data base be developed as necessary to accommo- 
date the process; 


—steps be taken to ensure early implementation of the operational review 
process at colleges; 


—similar resource utilization measures, data and operational reviews be 
required from universities. 


Other Matter—Job Specifications 


We noted that the operations division of the CAB, consisting of sixteen employees, 
had inadequate job descriptions for four positions and no job descriptions for another three 
positions. 


In three cases of ‘‘inadequate job description’’ we noted that the position 
descriptions on file were not related to the work actually being done; in the fourth 
case of ‘‘inadequate job descriptions’’ we noted that in December 1981 the Civil 
Service Commission had designated the position a Key Position which required 
specific description updating. At the time of our review this updating had not been 
done. 


The failure to provide up to date job descriptions is contrary to the Ontario Manual 
of Administration as well as good business practices. We recommended that the Branch 
ensure that all positions are supported by adequate job descriptions. 


The foregoing matters were reviewed in draft form with officials of the 
Ministry. However, no formal report had been issued as at September 30, 1982, 
the date of this Report. Therefore, we are unable to present the Ministry’s views 
on the subject matter. 


2.8 Administrative Deficiencies re Agreement with Canada, 
Ministry of Energy 


Part of an audit of the Ministry of Energy included an assessment of 
whether Ontario was promptly recovering the federal government's portion of 
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expenditures related to Canada/Ontario agreement on the development and dem- — 


onstration of renewable energy and energy conservation techniques. We also 


assessed if procedures had been adopted to measure and report on the effective-_ 


ness of this program. 


Based on our review, we concluded that the Ministry was not promptly recovering | 


the federal government’s portion of expenditures related to the agreement, and the effective- 


ness of the program had not yet been evaluated. 


DETAILED FINDINGS 


Overview 


Effective May 16, 1979, Canada and Ontario entered into an agreement 
to encourage the conservation of energy and the development of renewable energy 
resources. Costs incurred under this agreement, which were approximately $6 
million for the 1982 fiscal year, are shared on a 50:50 basis with the federal gov- 
ernment. The objectives of the program are: 


(a) to develop and demonstrate promising new technologies 
which use renewable energy resources, conserve energy, or 
make its use more efficient; 


(b) to create employment in new or existing industries, and 
(c) to develop broad public awareness of the potential of renew- 
able energy and conservation technologies. 
Payment Procedures 


Section 7.1 of the Agreement states that ‘‘payments by Canada shall be 
promptly made to Ontario on the basis of progress claims setting out the costs 
actually incurred and paid for under the program, submitted no later than every 
three months in a form satisfactory to Canada’s representatives on the Manage- 


ment Committee.’’ We found that the Ministry of Energy had not submitted a claim from 
July 31, 1981 to April 16, 1982. 


On September 16, 1982 the Deputy Minister of Energy wrote: 


“Working with officials in the Federal Government, standar- 
dized arrangements have now been made and claims now are 
submitted on a quarterly basis as required.”’ 


Monitoring and Evaluation 


Section 9.2 of the Agreement states that ‘‘the Management Committee 


will conduct or cause to be conducted, within two years of the signing of this 


Agreement, an evaluation of the effectiveness of the program to ensure that it 
meets the objectives of both Canada and Ontario’’. At the time of our review (more 
than 30 months after the signing of the Agreement) an evaluation had not been conducted, 
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although we were subsequently informed that draft terms of reference had been prepared for 


this evaluation. 











Deputy Minister’s reply: 


“The Terms of Reference for the evaluation of the Bilateral 
agreement have been approved by federal and provincial officials 
and work is about to commence. The program evaluation was 
delayed, in part, because the Bilateral Program experienced 
relatively little activity in the first year. Evaluation before the end 
of the second year would have yielded relatively little data.’’ 


Energy Projects Data Base (ENG) System 


(a) 


(b) 


The Ministry and Energy, Mines and Resources Canada prepared a 
publication entitled ‘‘Guidelines and information for proponents on 
the development and implementation of information transfer plans’’ 
for projects funded under the Agreement. 


In this publication, reference was made to a computerized inventory 
of all significant energy research, development and demonstration 
projects in Canada, known as the Energy Project Data Base (ENG). 
The guidelines stated that ‘it is the responsibility of the Ontario Min- 
istry of Energy to input data on an approved project to ENG within 
two months of the date of approval’’. The Energy Projects Data Base 
‘‘allows every university in Canada, provincial ministries in every 
province, many federal departments, industries, consultants and 
others to have immediate access to the stored information’’. 


Our review found that the Ministry of Energy had not been inputting the data 
within the two month period. 


In the 1982-83 Management by Results (MBR) report, the Ministry 
stated that one of the objectives of the Agreement is ‘‘to disseminate 
information on successful demonstrations in order to encourage the 
widescale use of such technological innovations’’. In our opinion, 
inputting project data into the ENG system would assist the Ministry in meeting 


this objective. 


In addition, we found that the Ministry was not making use of the ENG system 
on a regular basis. By using the System, the Ministry may: 
i) obtain information which may be of assistance when considering 
project proposals, and 
ii) avoid duplicating projects which are already in progress or are 
completed elsewhere. 
We understood that the Ministry was having difficulties with obtain- 


ing and inputting the desired information because, until quite recently, 
no employees had been trained in using the ENG system. 
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Deputy Minister’s reply: 
“Arrangements have now been made to input information to the 
‘O.L. Eng.’ system as required on all approved projects and to 
search the Data Base when reviewing new proposals. 


‘‘As indicated in your comments, technical difficulties were 
encountered. These had to be corrected before the system would 


function properly.” 


2.9 Assessment of Internal and Management Controls at 
Computer Data Centres, Ministry of Government Services 


As an integral part of our ongoing regular audits of the various ministries 
and Crown agencies, our Office assesses the internal controls present in the elec- 
tronic data processing of the relevant computer applications. Since many of these 
applications are processed by one of the three major data centres of the Ministry 
of Government Services (MGS), it is not considered sufficient to review the input 
and output controls for these applications at the user end without having some 
assurance that there are sound processing and related controls at the processing 
centre. It is also considered impractical to conduct a review of the processing con- 
trols on an individual basis each time that an application is reviewed in the field. 


We therefore conducted a series of audits at each of the three MGS facili- 
ties concerned with electronic data processing during the period August to 
December 1981, to assess the adequacy of internal and management controls 
associated with the centralized processing of client applications and data. 


The major conclusions resulting from these audits were as follows: 


e An up-to-date backup and disaster preparedness plan was lacking for all 
three data centres. 


¢ Internal controls over documenting, authorizing and implementing sys- 
tem changes were in need of improvement. 


e Proper project administration and accounting control procedures were 
not being followed in the three data centres and the Communications and 
Computer Services Division (CCSD) main office. 


e Sound internal controls over various security aspects of the data centres 
were in place and being followed. 


e Operations at the data centres were conducted in an economical and effi- 
cient manner. 


¢ Long and short range planning activities for the whole CCSD were being 
directed and implemented in a positive and effective way. 
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DETAILED FINDINGS AND RECOMMENDATIONS 


Details of our findings and recommendations, as they related to areas in 
need of improvement, are contained in the succeeding paragraphs, together with 
the Deputy Minister’s reply of August 9, 1982. 


Backup and Disaster Preparedness 


In section 2.15 of our March 31, 1981 Annual Report, attention was 
drawn to shortcomings in the contingency plans of the computer centres. These 
shortcomings were in the areas of Application Priorities and Testing. Our current 
review indicated no appreciable change had taken place in these areas. 


As mentioned in that Report (page 38), the Deputy Minister of Govern- 
ment Services advised us that the Management Technology Branch of the Man- 
agement Board Secretariat was coordinating the matter of setting priorities. 


Insofar as testing was concerned, the Deputy Minister advised us that ‘‘A 
more ideal solution that is being investigated is to enter into an agreement with a 
private sector service which provides computer backup facilities in case of contin- 
gency and also provides run testing facilities.’’ At the time of our audit no agreement 
had been entered into with any private sector service. 


However, before any meaningful arrangement could be made along these 
lines, a reasonably comprehensive risk analysis would have to be made of the var- 
ious hazards which could result in a partial or complete degradation of the instal- 
lation. Until this is done, no cost/benefit comparison could be made of backup 
requirements. 


We therefore recommended: 


—A risk analysis be undertaken and documented by the individual data 
centres. 


—Allocation of costs of test runs at backup installations be determined, 
and test runs be undertaken. 


—Every effort be made to encourage Management Board, or a group 
responsible to Management Board, to determine priorities of applica- 
tions to be run in the event of a disaster at any data centre. 


Deputy Minister’s reply: 


“Risk analyses at the computer centre facilities will be completed 
by October 31, 1982. Following these analyses, we will make 
recommendations to clients with higher assessed risks to collabo- 
rate in testing backup centres. Initial emphasis will be given to 
selective testing the more mobile batch processed application 
systems which would require modest expenditure of human, 
financial and hardware resources of clients and the Computer 
and Telecommunication Services Division (CTSD). 
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“Management Board Secretariat will be contacted again in 


order to gain support and interest in the co-ordination and deter- 
mination of relative interministry processing priorities for client 
application systems in the event of partial and total disaster. 


“It would of course be helpful if you were to make complemen- 
tary recommendations on this matter to all Ministries that use our 


ws: 


facilities. 
Control of System Changes 


Properly documented, authorized and controlled implementation of all 
changes made to hardware modules and operating system software is a key ele- 
ment of data centre integrity management. 


At the Leaside Centre, the policy and procedures for achieving such 
changes in this data centre were detailed in an instruction dated September 14, 
1979 entitled ‘‘Production System Change Request’’ (PSCR). This procedure had 
not been included in the Administrative Procedures Manual at the time of our review. We 
noted that management control over the system change was generally adequate. However, our 
examination of the PSCR file revealed that a number of manufacturer-supplied modifications 
to the operating system software had been made without complete cross-references on the 
PSCR’s. 


We recommended that: 


—The procedures for implementing system changes at the Leaside Data 
Centre be incorporated into the Administrative Procedures Manual. 


——The initiation, authorization and implementation of all system changes 
be completed in accordance with the documented procedures. 


At Downsview, specific detailed procedures to be followed for System 
Change Requests are set out in the Administrative Manual, Procedure No. 3. We 
noted that Technical Support Services personnel frequently used a single SCR form to imple- 


ment a number of changes to software components. However, this form failed to fully detail 
the nature of the changes. 


We therefore recommended that cross-referencing to other documents be 


made on the SCR as necessary, and that full details of the nature of the change be 
set out thereon. 


At Queen’s Park, the policy and procedures for achieving such changes 
were set out in the administrative manual of the branch. All such changes were to 
be recorded and authorized on a System Change Request (SCR). Our examination 
of the SCR file in conjunction with the Systems Maintenance Records (SMR) file 
revealed that the compliance with the system change control procedure was not being prop- 
erly adhered to. A number of modifications to the systems software had been made without 
propre authorization. The procedures indicate that the completed original SCR 
forms were to be filed in the System Change Request book located at the console 
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area. However, we noted that a number of SCR records registered in the log of the file 
_were missing from the central file. 


We recommended that: 


—The SCR procedures for Queen’s Park Computing Branch be modified 
to include a formal check requirement to ensure that each and every 
change made to the system software is properly reported and autho- 
rized. 





—AlIl completed SCR forms be filed as required in the procedure man- 
ual. 


Deputy Minister’s reply: 


‘The importance of effective system change control management 
is fully appreciated and one of the objectives of the newly orga- 
nized Technical Services Branch is to specifically deal with the 
issue of common controls and procedures for documenting, 
authorizing and implementing system and program changes 
within the computer centres.”’ 


Project Administration and Accounting Control 
a) Software Programming Control 


Normally, at all three installations, systems software programming was per- 
formed and implemented by one individual without being reviewed by another staff member 


unless help was required in research, programming, testing or implementation. 


We felt that a detailed review of program changes and the test results by 
an independent knowledgeable second person was desirable for the maintenance 
and control of system integrity. The procedure should formally require both the 
implementer and the reviewer to sign the form prior to implementation. 


We recommended that the system change procedure followed by each of 
the installations be modified to require a detailed review by a person other than 
the programmer who made the change. 


b) Project Administration 


Adequate records were not kept at any of the data centres to provide management 
control over the administration of projects. Human resource usage and computer facil- 
ity charges for development or ongoing projects under the auspices of the Techni- 
cal Support Services Group were not accounted for. 


Proper accounting of personnel time and computer charges pertaining to 
specific projects is a basic requirement for effective project management and 
accountability, particularly for any ‘‘major’’ project. Although it is appreciated 
that some projects are merely short term adjustments to the operating system, 
others could involve considerable resources. 
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We recommended that the main office of the Division establish a defini- 
tion of a ‘‘major project’’, and that the costs of human resources and machine 
charges, both actual and budget, be recorded for all such projects on a suitably 


designed form. 
c) Control of CCSD Projects 


Numerous divisional projects were in various stages of completion and 
had been assigned to specific managers. Each manager was responsible for his 
own project. There was insufficient documentation available to permit a comprehensive 
review of the status of each project and there was no centralized project monitoring and con- 
trol function. We also noted that no accounting for resources used on the various 
projects was being recorded. We felt that proper accounting for personnel time 
and other costs pertaining to specific projects is a basic requirement for project 
management and accountability. 


We discussed this aspect with senior divisional management who advised 
us that they recognized this deficiency and were working towards the establish- 
ment of a *‘Controller’’ function which would be responsible for administering 
and accounting for all assigned projects. 


We recommended that: 


—The central control function be established as soon as practicable to 
administer and monitor all projects. 


—Project control documentation be modified to provide instructions for 
recording cost accumulations for each project and for reconciliation to 
the budget. 


Deputy Minister’s reply: 


‘‘Procedures for monitoring and controlling internal projects are 
under development to ensure adequate administration and man- 
agement of financial, human and hardware resources.’’ 


2.10 Weak Mail Room Security, Ministry of Health 


As part of a recent audit of the Ministry, we visited the Ministry’s mail 
room at 15 Overlea Boulevard in Toronto in order to assess the security thereof. 
We concluded that security measures were inadequate to prevent unauthorized access to 
cheques and other sensitive material. 


The mail room located in the basement of the building is accessible by 
three doors leading from the internal corridors of the building and by two hatches 
opening to the underground garage. Although the three internal doors were locked after 
working hours, one of these doors could easily be opened through a gap in the door without 
the use of a key. The two hatches were without secure locks. 
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A locked storage room in the mail room was used for overnight/weekend 
_ Storage of postage meters and medical claims cheques awaiting mailing. Micro 
_ film and paid cheques were also stored in this room. We were informed that staff 
from the Mail Room, Maintenance, Stockroom, Medical Claims, and Records 
_ Management sections have keys to this storage room. As a result, anyone with a key 
could have access to the contents of the room other than the postage meters, which are locked 
in a cabinet within the room. 


Mail received and opened but not immediately identified as to specific 
internal destination is stored in unsealed cartons in the general mail sorting area in 
the Mail Room. This mail may include cheques and other sensitive correspondence and 
may remain in these cartons for a number of days until resources are available to determine 
the specific distribution. 


These security weaknesses expose the Ministry to considerable risk. We 
recommended the following: 


(a) All access doors and hatches to the Mail Room should have secure 
locking devices installed. Keys should be restricted to senior Mail 
Room staff. 


(b) Live cheques, mail awaiting distribution, microfilm and other sensi- 
tive material should be stored in separate lockable containers within 
the storage room. Access to each container should be restricted to 
keyholders directly responsible for its contents. 


The preceding comments were transmitted to the Ministry on September 
28, 1982. Since the Ministry has not had sufficient time to respond prior to Sep- 
tember 30, 1982, the date of this Report, we are unable to present its views on this 
matter. 


2.11 Opportunity for Increased Efficiency in Operations of 
Industry Development Program, Ministry of Industry and 
Tourism 


Our most recent audit of the Ministry included a review of the manage- 
ment information and control system pertaining to the Operations Activity of the 
Industry Development Program. Although we found the system to be generally 
Satisfactory, the following areas could be improved: 


« The basis of allocating consultants to and sometimes within, area offices 


was questionable. 


« Communication problems existed between area offices and head office in 


certain instances. 
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DETAILED FINDINGS AND RECOMMENDATIONS 


Overview of Operations Activity 


Expenditures of the Operations Activity of the Ministry’s Industry Devel- 
opment Program totalled $9.6 million for the year ended March 31, 1982 (1981, 
$9.4 million). The Operations Branch delivers and promotes Ministry services 
and programs, which include providing advisory services to small businesses, 
attracting business investment to Ontario and developing international markets for 
Ontario-made products. Its Ontario and International Offices also provide feed- 
back to head office on acceptance of programs, issues, problems and opportuni- 
ties in industry. 


Allocation of Consultants and Work Load 


Consultants in Ontario are allocated to various area offices under a 
regional director. A review of statistical information at the time of the audit per 
Ministry statistical reports revealed the following: 


No. of Total No. of Average No. 
Office Consultants Companies Per Consultant 
Willowdale 15 6,043 403 
Ottawa 3 419 140 
Hamilton 3 P16 6 9 
Kingston 2 370 185 
Sudbury l 70 70 


Within offices it was noted that work loads varied: 


No. of Companies 


No. of Companies Less /Equal Total No. of 
Consultant Over 50 Employees 50 Employees Companies 

Willowdale Office 

1 63 253 316 

Zz 138 457 ne Be 

3 | 147 190 
Hamilton Office 

I 139 416 555 

2 67 284 re | 


Generally, consultants interviewed felt that the number of companies 
assigned to them was a realistic assessment of his or her work load; although in 
one office, half the consultants interviewed felt that their work loads were exces- 
sive and subsequently affected the quality of service given to their clients. 


| | Although we recognized that some time may be spent by consultants liais- 
ing with various municipalities, these statistics indicated that the work loads in the Wil- 
lowdale and Hamilton area offices were significantly 


heavier than those in the Ottawa, King- 
ston and Sudbury offices. 


In addition, the above statistics indicated that significant work load 
differences exist among consultants within offices. 


This work load imbalance may also exist in 
other offices. 
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Although we realized that there may be unique circumstances for having 
offices in certain areas, we recommended that Operations management consider 
the feasibility of allocating consultants to area offices in a more systematic man- 
ner. For example, an approach could be developed to include factors such as: area 
size, industrial potential of area, future work load forecasts, etc. The allocation of 
manpower on this basis would provide a more efficient utilization of industrial 
development consultants and help even out the work load. 


Communication of Information 


Our review, which included interviews with industrial development con- 
sultants, revealed the following: 


1. More recently hired personnel expressed a need to identify resource people at 
Head Office whose expertise can be utilized by them. Some of the consultants 
did not know many people at Head Office on whom they could call 
upon to provide assistance or support for their activities. This situation 
may have been aggravated by the last Ministry reorganization. 


2. Field personnel expressed a need to be made more aware of changes in programs 
originating from Head Office. In the case of one program (energy), con- 
sultants were not aware that the criteria for it had been changed until a 
significant time after the change. 


We recommended that Operations management: 


1. As part of the initial training for new consultants identify specialists 
within the Ministry who can be called upon by them for assistance. 


2. Improve procedures for communicating any changes evolving from 
Head Office that affect the work of the field staff. 


On July 22, 1982 we met with the Deputy Minister and certain other 
senior Ministry personnel to discuss in general terms our comments relating to our 
review of the Operations Activity. The Deputy stated that he interpreted our rec- 
ommendations as not being indicative of major system deficiencies, but rather as 
constructive suggestions to be taken into consideration as part of the ongoing 
process of modifying and improving administrative practices and procedures. 


2.12 Operational Matters Related to the Ontario Labour Relations 
Board, Ministry of Labour 


A portion of our most recent audit of the Ministry of Labour dealt with an 
assessment of the Managing by Results (MBR) process related to the Ontario 
Labour Relations Board, as it related to due regard for economy, efficiency and 
procedures to measure effectiveness. The following were the most significant 
findings resulting from our review. 
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. Fees due the Board regarding construction industry grievance hearings 


were often being undercharged or not charged at all. 


. The Board’s MBR reporting did not include a measure for cost effective- 


ness. 


. The Board’s word processing capability could be expanded to achieve 


additional economy. 
DETAILED FINDINGS AND RECOMMEN DATIONS 


Overview 


Expenditures of the Ministry’s Labour Relations Board program for the 
year ended March 31, 1982 were $3.8 million (1981, $3.4 million). The Board is 
a quasi-judicial tribunal responsible for the administration of the Labour Relations 
Act. The Board’s main object is to promote harmonious relations between 
employers and employees by encouraging the practice and procedure of collective 
bargaining between employers and trade unions as the freely designated represen- 
tatives of employees. 


Construction Industry Grievances 


The services of the Board are provided free except in the case of referrals 
of construction industry grievances under section 124 of the Act. When a con- 
struction industry grievance cannot be resolved by the Board’s Labour Relations 
Officers and must be heard by the Board, then under R.R.O. 544/80, as amended, ~ 


a charge of $300 should be made for each day or part of a day that a hearing is 
held. 





Our review of those cases referred to Board Hearings indicated that a charge appli- 
cable to only one day was normally made, even though a hearing extended over three or four 
days. In several instances, charges had not been levied on section 124 cases receiving a Board © 
Hearing. We examined section 124 cases received by the Board during the 1981 
fiscal year, which proceeded to a Board Hearing. We found that in 25 cases, 
charges totalling $8,500 had not been levied against the parties involved. 


Cases heard by the Board are charged to the appropriate parties, through 
the use of monitoring control sheets for each case. As cases are finalized the con- 
trol sheets for section 124 cases which indicate hearings by the Board, are passed 
to the board clerks’ supervisor for review of the file, and raising the applicable 
charge. As noted, we found that no charge had been levied in some instances, which was due 
to the control sheets not being passed to the supervisor. In four cases ““No Charge’’ was writ- 
ten on the control sheet, but no reason was given for this decision. 


We recommended that: 


1) All section 124 case files when completed be routed to the supervisor 
for review to ensure that all hearing fees are levied. 


2) ‘‘No Charge”’ situations be supported by a written explanation. 
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3) Written guidelines be established for the assistance of the supervisor, 


emphasizing particularly that the per diem charge apply to each day or 
part day that the hearing was in progress. 


On May 11, 1982, the Deputy Minister of Labour wrote: 


‘I have discussed this recommendation (#1) with the Chairman 
and I am satisfied that these incidents were inadvertent. Adminis- 
trative procedures have been strengthened to avoid this situation 
in the future. 


‘The Board has also agreed to attempt to recover the amounts 
inadvertently under-billed during the 1981-82 fiscal year from its 
clients.”’ 


Managing by Results Reporting 


The Board measures the efficiency of its operations by comparing the per- 
centage of dispositions achieved under the three major case load categories; cer- 
tifications, unfair labour practices and construction industry grievances, against 
predetermined disposition time standards based upon historical statistics. Further 
enhancement of the measurement of efficiency was made in the 1982 MBR 
abstract by including indices measuring ‘output’ per Vice-Chairmen and 
officers. 


We suggested that a dollar based cost/effectiveness measure of the 
Board’s operations could be included by indicating the average cost per disposi- 
tion. We were aware that individual cases can differ considerably due to the vary- 
ing complexity of cases. However, as long as the case-mix remains relatively stable, 
which can be determined from the Board’s statistics, a comparison of average cost per disposi- 
tion from year to year could provide an overall dollar related indice comparing benefits 
achieved in light of dollars spent. 


The Deputy Minister replied as follows: 


‘While the Board has revised its M.B.R. abstract and has added 
an average disposition cost measure, one should observe that 
measurements of this sort may be of dubious value to the Board 
given the great range of cases in terms of varying length, com- 
plexity and impact.’ 


Communications 


The Board has a word-processing section, consisting of five word pro- 
cessing units which are used predominantly to produce reports of Labour Rela- 
tions Officers’ meetings with parties and letters accompanying the distribution of 
Board decisions, but not the actual decisions which are prepared by the Vice- 
Chairmen. Six secretaries are employed in the typing of these decisions. Due to their com- 
plexity, these decisions are often subject to several revisions which necessitate extensive retyp- 


ing. 
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There are relatively inexpensive keyboard stations which can record up to — 
20 pages of typing keystrokes on special mini-cassettes. The tapes can be played ; 
back into the word processing units for final editing and printing. We recom-— 
mended that the Board investigate the possibility of expanding their word process- 
ing capability, especially for the typing of the more complex decisions which can 
require several revisions, as it would enable the Board to handle an increased — 
work load without a corresponding increase in secretarial staff. 


The Deputy Minister advised that: 


“4 review of operations and available technology did result in 
the purchase of additional input stations which increased the 
Board's word processing capability.”’ 


2.13 Initiatives for Improved Management Practices, Management 
Board of Cabinet 


In section 1.9 of our 1981 Report, we provided a summary of three major 
initiatives undertaken by the Management Board Secretariat which are designed 
to improve the quality of the overall management process within the govern- — 
ment—the Management Standards Project, Managing by Results (MBR) and 
Internal Auditing. 


Each of these initiatives will undoubtedly assist this Office in carrying out 
our responsibilities under the Audit Act, especially insofar as economy, effi- 
ciency and procedures to measure effectiveness are concerned. Tangible progress 
dealing with the implementation of these initiatives has been achieved during the 
past year. A summary of each of the initiatives and the current status thereof is 
contained in the following paragraphs. 


MANAGEMENT STANDARDS PROJECT 


This project was approved by Management Board of Cabinet in March 
1980. Its purpose is to lay the groundwork for improving management in the 
Ontario Public Service over the next decade by: 


- Establishing a basic framework for managing in the 1980's: 
e Setting standards for the quality of management in the 1980's; 


« Ensuring the major problem areas in management are defined and 
addressed. 


| The main output of the project is a series of publications documenting a 
consistent set of Management principles, terms, processes, practices and stan- 
dards available for use by all government managers. 


During the past year, several brochures providing an overview of man- 
agement in the Ontario Public Service have been issued. These brochures deal 
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with Ontario’s management philosophy, principles and standards of management, 
internal auditing, achieving results, accountability, decentralization of decision- 
making, and the management cycle. 


Additionally, booklets describing management processes and summariz- 
ing standards have been issued for the following: 


—priority planning and resource allocation; 
—operational planning, budgeting and reporting; 
—internal auditing. 


Other brochures and booklets are presently in process, and the entire pub- 
lications series is planned to be completed by the end of the 1983 fiscal year. 


The project has also initiated a ‘‘Managing Together’’ newsletter, which 
is distributed every six weeks and provides articles dealing with examples of min- 
istry management processes and techniques. 


Present plans call for the standards to be implemented by all ministries 
over a three year period commencing April 1, 1983. Guidelines for implementing 
the management standards were submitted to Management Board on September 
my, 1982. 


MANAGING BY RESULTS (MBR) 


The Managing by Results concept was developed in order to provide a 
results focus on program management and to facilitate accountability for the use 
of resources. This focus is intended to assist managers to be efficient and effective 
in delivering programs. 


The Secretariat’s ongoing MBR Improvement Project is continuing to 
make progress in improving the quality of results information in MBR Abstracts. 
During the past year, the following steps have been taken: 


—A comprehensive publication, entitled ‘‘Manager’s Guidelines to Man- 
aging by Results’’ has been issued. The publication summarizes, for 
managers at all levels of the Ontario Public Service, the MBR concept 
and its applications. It also provides an outline of an approach to the 
identification and description of program results. 


—The Project team has developed and conducted numerous management 
seminars and analyst workshop sessions dealing with various aspects of 
the MBR concept and its application. 


Additionally, the Project team is now in the process of developing a fur- 
ther publication, ‘‘The Analyst’s Managing by Results Handbook’’. This book 
will provide a more detailed explanation of the technical aspects of MBR and the 
preparation of Abstracts. 
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INTERNAL AUDITING 

The Management Board Secretariat is continuing to monitor the imple- — 
mentation of the recommendations contained in the report of the Task Force on 
Audit Policy, which was issued in December 1980. As previously stated, the 
Management Standards Project team has issued a process booklet on Internal” 
Audit, which provides ministry management with the key principles and stan- 
dards essential for a successful internal audit process. 


In its report, the Task Force noted that ‘‘The expansion of the internal 
audit mandate will in all probability require additional staff’. In this connection, 
Management Board in 1981 approved a guideline that provided for an increase of 
two audit staff for each ministry with an audit branch. 


The Task Force also noted in its report that ““Due to the range and sensi- 
tivity of data processed by computer, electronic data processing systems warrant 
particular attention.’’ During various meetings in 1981 and 1982, the Standing 
Public Accounts Committee has also expressed its interest in this aspect of inter- 
nal auditing. In this connection, we have been advised that the number of ministry 
internal audit personnel conversant with and capable of performing EDP audits 
has increased from 21 as at March 31, 1980 to 43 as at June 30, 1982. 


2.14 Review of Resource Allocation and Estimates Process, 
Management Board of Cabinet 


During the year, we reviewed the Resource Allocation and Estimates 
process for the 1982 fiscal year, including the role of Management Board Secre- 
tariat Officers and Coordinators in the process. Our audit included assessing the 
procedures in place for the review of the Ministry of Health Estimates, including 
Managing by Results information (2 stages—Plan; Results vs. Plan), and review- 


ing procedures used to issue Supplementary Estimates and Management Board 
Orders. 


Significant findings resulting from our review were: 


e One of the Secretariat’s responsibilities, ‘‘ensuring adequate results 


accountability in all program activities through effective Managing by 
Results reviews’’ was not achieved for the Ministry of Health. 


e Knowledge of the Ministry’s integrated planning process was not deemed 


to be a requirement for the review of the Ministry’s Estimates and MBR 
Plan. 


e During the 1982 fiscal year, Management Board Orders totalling about 
$102 million were issued when the Legislature was in session. 


COMMENTS ON MINISTRY OPERATIONS 49 
eT LAE Rane ea ee ae SU aaa a OOO ad RD CATON GN Rae E TS a a aye bas core ey 
DETAILED FINDINGS 


Overview 


The organization of the Programs and Estimates Activity (Program and 
Estimates Division) of the Management Board Secretariat includes three Policy 
Field Branches: Education and Social Services; Justice and General Government; 
and Resources Development. Common responsibilities of these branches 
include: 


- Conducting the Estimates process consistent with general government 
policy, established fiscal strategy and prudent resource management. 


- Ensuring adequate ‘‘results accountability’’ in all program activities 
through effective Managing by Results reviews. 


Staffing of the three Policy Field Branches consists of 3 Directors, 6 
Coordinators and 15 Officers. Expenditure of the Programs and Estimates Activ- 
ity for the 1982 fiscal year was $1.8 million. Total expenditure for the Govern- 
ment of Ontario for the 1982 fiscal year was $20.4 billion. 


Comprehensive Review/MBR Plan 


The Officer’s Handbook at the Secretariat sets out the Officers’ and Co- 
ordinators’ roles and responsibilities for examining ministries’ Estimates submis- 
sions. In January 1981, general guidelines for the analysis of 1981-82 ministry 
Estimates submissions, taken mainly from the section of the Handbook on 
Officer’s responsibilities, were issued to staff of the Policy Field Branches. These 
guidelines included an MBR Plan review and a Comprehensive Program Review. 
For the latter review, a note on the guidelines stated that, in most cases, this 
requirement was deferred until the Estimates Review was completed. 


We noted the following during our review of the 1981-82 Estimates of 
$5.6 billion for the Ministry of Health: 


—-A Comprehensive Program Review for the 1982 fiscal year was not carried out. 
Due to time constraints, the Ministry of Health was not selected for 
Comprehensive Program Review in the 1981 fiscal year either. We 
understood that from the 1983 fiscal year, the requirement for Compre- 
hensive Program Reviews no longer exists. 


—There was no evidence of review of the 1982 fiscal year MBR Plan for Ministry 
programs and activities. Since this is a plan for the effective utilization of 
resources, questions relating to the completeness, reasonableness and qual- 
ity of information in the Abstract should be raised at the outset rather than 12-20 


months later when the results are known. 
In this regard, for the 1981 fiscal year the MBR Results for the Home 


Care Assistance transfer payment, representing 1.04 per cent of total 
Ministry expenditure, was reviewed. Concerns with the appropriate- 
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ness of objectives and performance indicators (project oriented rather 
than program performance) were identified. These were really con- 
cerns with the quality of information in the MBR Plan. 


Had the concerns been pointed out to the Ministry when the plan was submitted 
corrective action might have been taken to make the Results comparison to Plan 
more meaningful. For the 1983 fiscal year, preliminary reviews of a new 
MBR Plan for the Home Care Assistance transfer payment have been 
carried out by the Secretariat. 


Our review indicated that one of the common responsibilities for the Policy Field 
Branches ‘‘ensuring adequate results accountability in all program activities through effective 
Managing by Results reviews’’ was not being achieved for the Ministry of Health. 


On September 29, 1982 the Secretary, Management Board of Cabinet 
replied as follows: 


‘‘We believe that systems are in place in the Secretariat to ensure 
results accountability for all ministries, including the Ministry of 
Health, which was the object of your review. Accountability for 
results is an integral component of all Management Board Secre- 
tariat processes from Resource Allocation through Estimates 
Review, in the analysis and presentation of in-year change 
requests before the Board, in monthly analyses of expenditure 
patterns, in proposals for in-year constraints, in comments on the 
financial and administrative aspects of policy and program 
change proposals, and in later review of actual results achieved. 
Accountability for results is not, therefore, achieved solely 
through the formal analysis and review of ministry Managing by 
Results Abstracts during the Estimates Review. 


‘Because a Provincial election was underway during the normal 
Estimates Review period, an executive decision was made within 
the Secretariat that the Comprehensive Program Review and 
detailed review of the Managing by Results Abstracts would not 
be done during the 1981-82 Estimates Review process. While 
these were considered important components to ensure account- 
ability for results, given the circumstances and the other results 
oriented actions in effect as outlined above, it was decided that 
they could be forgone that year. 


“I would also emphasize that the Officer’ s Handbook is designed 
as a guide and is not prescriptive of duties that must be per- 
formed. In discharging its mandate in support of a Committee of 
Cabinet the Secretariat will, from time to time, necessarily take 
decisions that will alter processes, as long as such alterations do 
not detract from the basic functions of the Secretariat. That is to 
say, if content is protected form can, on occasion, be changed. 
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‘All of this detracts in no way from our commitment to pursue 
improved performance accountability through Managing by 
Results. Your staff is aware of, and has been of considerable 
assistance to, the Managing by Results Improvement Project. 
This project, established as a result of a Task Force appointed by 
the Management Board to review Managing by Results in the 
Ontario Government, has two important objectives. These are to 
improve the quality of information in Managing by Results 
Abstracts, and to strengthen the government-wide focus on 
results. It is an internal objective of the Secretariat to improve its 
use of results data in support of the decisions of Management 
Board. Thus, I believe we can conclude that our commitment to 
performance accountability is, in all respects, consistent with the 
concerns expressed in your report.”’ 


Management Standards 


The Officer’s Handbook also states, that the Officer is expected to play an 
active role in the decision making and program delivery process. A passive view- 
point, such as one that the Officer serves only as a medium for information pro- 
cessing, is not acceptable. The Handbook further states that Officers should keep 
informed of the activities of the Management Standards Project, particularly in 
terms of the management systems operating in their respective ministries. 
Officers should also be aware of how well the Managing by Results process fits 
into the overall management system of the Ministry. 


We were advised that knowledge of the ministry’s integrated planning process, 
including strategic planning, priority ranking and operational planning and budgeting was 
not deemed to be required for the review of its Estimates and MBR Plan. In our opinion, this 
position was not consistent with the role and responsibility of the Officer as stated in the 
Officer’s Handbook. 


The Officer’s role in relation to his/her ministry as described in the Hand- 
book contains a large measure of ‘control’. Consequently, knowledge of the ade- 
quacy of the management processes used in arriving at the amounts and informa- 
tion in the Estimates and the MBR Abstract is essential to more effectively 
discharge this control function. In this regard, information on the extent to which 
ministries meet the standards and principles for Operational Planning, Budgeting, 
and Reporting Processes, issued in 1981 by Management Board Secretariat, 
would be useful to the Officer in determining the scope of the review of ministries 
Estimates and MBR Abstracts. 


The Secretary, Management Board of Cabinet, commented as follows: 


“The exact methodology of how the Board will deal with the 
application of Management Standards is currently under discus- 
sion and there has as yet been no final decision, nor has there 
been any prescriptive direction to Management Board Officers 
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on the subject. In general, however, we agree that the knowledge 


of ministry strategic planning, priority ranking and operational 
planning and budgeting is an important ingredient in the alloca- 
tion process, in the consideration of policy proposals and pro- 
gram changes, in the consideration of in-year adjustments 
including constraint proposals, in the development of Managing 
by Results Abstracts, and in the detailed discussion with mints- 
tries on their estimates submissions. At the time of the Estimates 
Review, including the Managing by Results Abstract Review by 
the Management Board, the knowledge is being applied for all 
ministries, including Health.”’ 


Supplementary Estimates and Management Board Orders 


In the Resource Allocation and Estimates process, the Estimates for the 
next fiscal year are developed from the original Estimates of the current year. The 
1981-82 original Estimates for the Province totalled $19.4 billion representing an 
increase of 15.2 per cent over the 1980-81 original Estimates and an increase of 
12.3 per cent over the 1981 fiscal year’s actual expenditure. 


During the 1982 fiscal year, amounts additional to the original Estimates 
totalling about $1 billion were obtained by Supplementary Estimates ($492 mil- 
lion) and Management Board Orders ($508 million). The total appropriation for 
the 1982 fiscal year then amounted to about $20.2 billion after deducting the Con- 
tingencies Activity of $185 million, representing an increase of 4.2 per cent over 
the original Estimates. 


The Officer’s Handbook suggests the use of Supplementary Estimates if 
the request for funds is over $1 million or if the request is controversial. Neverthe- 
less, our review of Management Board Orders issued during the 1982 fiscal year with pro- 
gram/activity amounts of $1 million and over, excluding those relating to salary revisions, 
indicated that about $102 million was issued when the Legislature was in session. 


In June 1980 the Director, Office of Legal Services, Ministry of Treasury 
and Economics expressed an opinion to Management Board Secretariat on the use 
of Supplementary Estimates rather than Management Board Orders. He believed 
that it would be better practice to put a Supplementary Estimate through the Legislature 


while it was sitting rather than proceeding independently of the Legislature by use of a Man- 
agement Board Order. 


The Secretary, Management Board of Cabinet, addressed our comments 
as follows: 


‘‘As you are aware, either Supplementary Estimates or a Man- 
agement Board Order is required to increase an appropriation 
that is insufficient. Our current practice is to use Management 
Board Orders to approve increases in appropriations for salary 
revisions and minor funding changes under one million dollars. 
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When the Legislature is not is session, it is not possible to table 


Supplementary Estimates and only Management Board Orders 
may be approved. Sometimes when the Legislature is in session, 
Management Board Orders are necessary in urgent situations 
where an appropriation is exhausted. Although the legal opinion 
suggests that it is preferable to use Supplementary Estimates, it is 
not always practical to suspend payments until a set of Supple- 
mentary Estimates is tabled in the Legislature. 


‘Under these circumstances, Management Board Orders may be 
approved to avoid disruptions in program delivery. The $102 
Million noted in the audit report represents only 0.5% of the total 
expenditures of $20,389 Million made in 1981-82. 


“Also, there is public disclosure of Management Board Orders. 
In accordance with the Standing Orders of the Legislative Assem- 
bly, all Management Board Orders are printed in the Ontario 
Gazette with an explanation of significant changes from the 
printed Estimates.’’ 


2.15 Forest Fire Management Controls and Operations, Ministry 
of Natural Resources 


A recent audit of the Ministry dealt with the economy and efficiency 
issues of forest fire management operations and an assessment of the appropriate- 
ness of procedures being used to determine and report on the effectiveness and 
efficiency of forest fire management and control. 


We felt the Ministry should be commended on the manner with which the myriad of 
problems associated with forest fire management and control were being addressed; how- 
ever, additional observations included the following: 


¢ Coordination and management of aircraft hire and operations was weak. 


e Procedures to report on effectiveness and efficiency of forest fire manage- 
ment and control were not yet completely in place. 


e Criteria for work permit inspections were required. 


¢ Forest fire detection and prediction systems were effective. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


The Aviation and Fire Management Centre at Sault Ste. Marie is basically 


responsible for policy formulation, priority setting, program evaluation and the 
provision of appropriate services in the aviation, communications and forest fire 


management fields. 
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The forest fire management organization adopted by the Ministry is a 
combination of functional and geographic management. Operations are conducted 
through a network of fire centres at provincial, regional and district levels. The 
system is intended to make the full combined strength in manpower, aircraft and 
other equipment resources available to areas anticipating and/or experiencing 
extreme fire danger and heavy fire loads. 


Basic funding for forest fire management is provided within the Aviation 
and Fire Management Activity of the Ministry's Land Management Program. 
These funds are used in the acquisition, training and development of manpower 
and equipment resources, and for on-line Ministry and contract aircraft. In addi- 
tion, funds are available through the Extra Fire Fighting Activity for expenditures 
in fire situations. For the 1982 fiscal year, total expenditure of these two Activi- 
ties was $59.9 million. 


Currently, the Ministry has a Forest Fire Management Improvement Proj- 
ect (FFMIP) group established to develop and implement plans for an improved 
forest fire management system in Ontario. This project is scheduled for comple- 
tion in October 1983. 


Air Services 


One observation made by the Aviation and Fire Management Centre dur- 
ing a regional audit, and on previous regional visits, was that there are too many peo- 
ple involved in regional aircraft management, which in turn degrades the efficiency of the sys- 
tem while creating staff frustration. An official in another region predicted that 
perhaps $250,000 could be saved annually in his region by employing a manager 
for the helicopter program. The same official suggested that economy could be 
further increased by having the Aviation and Fire Management Centre exercise a 
greater role in coordinating helicopter rentals. Although the Centre currently iden- 
tifies the regional requirements and calls for proposals from the carriers, the latter 
respond directly to the regions regarding contractual arrangements. In a sense, 
therefore, the regions are competing against each other in the market. 


The cost effective employment of rental aircraft becomes even more 
demanding of attention in light of the increased expenditures during the 1980 and 


1981 fire seasons. A summary of the costs incurred during the past two years fol- 
lows: 


Fire Season 
1980 1981 
($ million) ($ million) 
PISUCOOIOIS: Ftuse insti ck ik inn 2eaboes 8.70 7.04 
CAQSO AIL CEALE Se es oes 2. 1.16 Lei 
WGlE COU, AITCEALY oud, « ax daunveeae's .96 i on 2 


10.82 9.92 
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(Helicopters are used primarily for initial attacks on fires and for servicing fires, 
and the Cansos for water bombing. ) 


For the 1981 fire season, nine Cansos were hired on ‘‘basic’’ contracts 
with two firms on a minimum guarantee basis as follows: 


No. of Minimum Paid Operating Rate Minimum 
Cansos Flying Hours Per Hour Guarantee 

$ $ 
Firm A + 800 945 756,000 
Firm B 5 1,000 678 678,000 
1,434,000 


The minimum guarantee was exclusive of such other contract charges as ferrying 
and crew expenses. In addition, the Crown supplied fuel and oil for all operational 
flying at an approximate cost of $200 per hour. Firm A also supplied the above 
four and three other Cansos on a short term basis at the same rate ($945 per 
hour). 


The degree of utilization of the minimum paid flying hours is of some 
interest. The unused time, amounting to $519,000, represented almost 30 per cent 
of the minimum guaranteed payments. The two firms also supplied three light air- 
craft for ‘‘bird dog’’ duties related to the water bombing operations. Unused time 
for the ‘‘bird dog’’ aircraft totalled approximately 250 hours (cost $35,000) or 30 
per cent of the total hired time. 


We recommended that: 


The hire of detection aircraft and helicopters be more actively coordinated 
and controlled by the Aviation and Fire Management Centre. (Commenc- 
ing in 1981, all funds for the Canso water bombers were controlled 
through the Centre.) Emphasis should be directed towards achieving the 
best practicable match between predicted utilization and minimum guar- 
antees for all aircraft. 


On September 17, 1982 the Deputy Minister of Natural Resources 
wrote: 


“To ensure effective management of contract detection A/C, heli- 
copters and heavy water bombers we are actively developing the 
most appropriate control procedures.”’ 


Procedures to Report on Effectiveness and Efficiency 


The objectives for forest fire management as stated by the FFMIP group 
are: 
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—To prevent loss of life and minimize the disruption to communities as a 


result of forest fire; 


—To minimize the impact of forest fire on the social and natural 
resources of Ontario; 


—To use prescribed burning techniques in achieving MNR objectives. 


Values at risk is a term used by forest fire prevention personnel where 
values are areas of human and natural values such as towns, settlements, proposed 
cutting areas etc., and risk refers to the possibility of a fire starting and/or spread- 
ing through an area. As was pointed out by a 1980 consultant’s report, and as confirmed by 
our review, the Ministry has not established the values at risk. Until these values at risk 
are determined, the provincial, regional and district fire centres are hampered in 
accurately setting priorities so as to effectively and efficiently manage the avail- 
able resources. 


The importance of establishing the values at risk is appreciated by the 
Forest Fire Management Improvement group and a number of questions on the 
subject were posed in its widely-circulated first progress report. We were also 
pleased to note that the Thunder Bay District office has initiated a ‘‘pilot’’ fire 
values at risk mapping project. 


The establishment of the values at risk will also lead to improved fire 
damage appraisals. Damage appraisals, which constitute part of the decision- 
making process, have been calculated somewhat arbitrarily (dollars per acre in 
individual fire reports) and tend to conflict with the information circulated in this 
regard by other sources. For example, with respect to the 1980 fire season: 


—The Ministry estimated the total damage to natural resources, property 
and cost of evacuations would exceed $100 million. 


—The Ontario forest industry estimated the impact on the forestry sector 
to be $2.4 billion in terms of loss to the gross provincial product. 


The appraisal of the resource values being protected and of wildfire damage is, in 
our opinion, the most important tool needed for effective and efficient forest fire control plan- 
ning and management. Without such appraisal, there can be no realistic determination of how 
well the objectives of forest fire management are being achieved. 


We recommended that: 


As the objectives for forest fire management are expanded into more pre- 
cise sub-objectives, research be continued into the range of things that 
need to be measured as indicators of what the forest fire management pro- 
gram is intended to do, e.g. the values that are to be protected. 


Deputy Minister’s reply: 


A significant degree of difficulty has been experienced in the 
past in developing projects as indicators of efficiency of our 
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operations. The implementation of the Fire Management 
Improvement Project and Management Information System is a 
positive step in establishing indicators of the efficiency of these 
operations.” 


Work Permits 


The Forest Fires Prevention Act requires that a work permit be issued 
before logging or other industrial operations are carried on in forested areas within 
fire regions. The regulation to the Act stipulates the conditions under which a per- 
mit is granted. These include: 


—the types and quantities of fire suppression equipment to be available 
on the operation; and 


—the requirement that 50 per cent of the persons engaged in the operation 
are competent in the use of the fire suppression equipment. 


The provisions of the Act and the regulation have been amplified in an Aviation 
and Fire Management Centre policy directive which specifies in part that: 


‘*Inspections of each work permit area shall be made by Ministry 
staff at frequent intervals to ensure conditions as set out in the 
work permit are being met.’’ 


Although fires attributed to industrial operations may be few in number, 
the acreage burned may be relatively great as illustrated by the following sum- 
mary of 1980 fires according to cause: 


Cause of No. of Per Acres Per 
Fires Fires Cent Burned Cent 
Lightning 776 43.6 641,637 46.3 
Industrial: 
Logging Wy 1.0 313,606 2257 
Other 20 De 322727 23.3 
All other 966 54.3 106,573 ee, 





ee 100.0 1,384,543 100.0 





Our inquiries at one district indicated that only 15 per cent of the 390 work permit 
areas had been inspected during 1981. We were informed that inspections had been 
directed primarily towards operations that had been problem associated in the past 
and also that during high hazard conditions, fire fighting related activities take 
precedence. 


With respect to the stipulation in the regulation that 50 per cent of the per- 
sons engaged in the operation should be competent in the use of fire suppression 
equipment, we noted that the Work Permit Inspection Report form instead pro- 
vides for an answer to the question: 
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“Does this company have a trained fire crew to take initial action 

on fires?’’ 
The report form also requires an evaluation of the general attitude of the company 
or camp foreman towards forest protection. 


We recognized that a 100 per cent monthly inspection program may not 
be practical or cost effective. Similarly, we did not question the relative merits of 
having a 50 per cent training ratio as opposed to having a (highly) trained fire 
crew available. However, we recommended that: 


The Aviation and Fire Management Centre establish criteria for the fre- 
quency of work permit inspections based on such factors as the nature 
of the operation and the inherent risk involved. 


__Consideration be given to providing a staffing complement capable of 
meeting the inspection criteria without detriment to other activities; 


and 


—Steps be taken to bring the training stipulation of the regulation into 
agreement with what is deemed to be the acceptable norm. 


Deputy Minister’s reply: 


“Criteria for the frequency of work permit inspections have not 
been established nor has the provision of the necessary staff com- 
plement. There has however been an accelerated work permit 
inspection program in place for the past two fire seasons. Funds 
have been allocated to the field to hire seasonal dedicated district 
prevention technicians to carry out work permit inspections as a 
portion of their regular duties. The effectiveness of this program 
is being closely monitored and assessed to determine if the results 
warrant consideration for staffing complement.’ 


Forest Fire Detection and Prediction 


The fire detection system utilizes light aircraft flying planned patrol 
routes with an observer on board to report locations and other fire detail. These 
‘‘organized’’ detection flights discover about 25 per cent of all forest fires, with the remainder 
being reported by other aircraft or the public. The aerial detection patrols are planned 
in conjunction with such aids as the fire weather index system and the lightning 
locator system being tested in the Northwestern Region. 


In addition to facilitating improved planning of aerial detection routes of 
patrol aircraft, the lightning locator system influenced decisions on the preposi- 
tioning and alert status of air attack and unit fire crew forces in anticipation of fire 
starts. An evaluation report prepared by the Regional Fire Control Supervisor 
documented the contributions made by the system during the 1981 fire season. 


In view of the relatively economical costs of the lightning locator system (initial out- 





COMMENTS ON MINISTRY OPERATIONS 59 
ESS aan eine 
lay $75,000 plus annual operating costs $35,000), we felt the system provided excellent value 
for the money invested. 


We recommended that: 


Installations in other regions prone to severe lightning occurrence be con- 
sidered. In similar vein, we note that the 1980 overview committee rec- 
ommended that existing detection technology be applied as soon as feas- 
ible for cost effective reasons. 


Deputy Minister’s reply: 


“The Lightning Location Processing (LLP) system is now opera- 
tional in the Northwestern Region. The North Central region sys- 
tem is now in place and will be fully operational for the 1983 fire 
season. During 1983 through to 1985 the system will be extended 
to cover the Northern, Northeastern and a portion of Algonquin 
Regions, thus providing operational coverage for the key light- 
ning areas of the Province.’’ 


2.16 Potential for Increased Revenue, Ministry of Natural 
Resources 


An audit of the Ministry included an assessment of the adequacy of inter- 
nal controls pertaining to revenue systems for mining profits taxes (1982 revenue, 
$55.4 million), hunting and fishing licences and permits (1982 revenue, $14.1 
million) and timber stumpage royalties (1982 revenue, $38.4 million). 


We found that: 


e Significant interest income is being lost, since mining taxes are not 
required to be paid on an instalment basis as are federal and provincial 


income taxes. 


- Rates charged for acreage taxes and mining leases have remained the 


same since 1962. 


e Deficiencies were noted in the monitoring of revenue from hunting and 


fishing licences. 


e Internal controls over timber stumpage revenues were adequate. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Mining Profits Taxes 
a) Instalment Basis of Payment 


The province levies a mining profits tax on mine operators which ranges 
from 15 to 30 per cent of mining profits, as defined by the Mining Tax Act. 
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At present, section 2(1) of the Act provides for payment of estimated tax _ 
payable two months after the mining companies’ fiscal year end. Under the Fed- — 
eral Income Tax Act and Ontario’s Corporation Tax Act, companies are required — 
to pay on an instalment basis for estimated tax payable. | 


Significant interest income could be generated if the present method of payment was ~ 
revised to the instalment basis of payment. Based on the average mining profit tax reve- _ 
nue received over the last five years, average annual interest income of approximately 
$6 million would have been earned had payments been made on the instalment basis. 
Accordingly, we recommended that the Ministry review the current provision 
under the Mining Tax Act dealing with the payment of taxes. 


On September 28, 1982, the Deputy Minister replied as follows: 


‘‘As part of the review of the Mining Tax Act, a plan to pay taxes 
by instalments will be considered. It should be pointed out, how- 
ever, that the advantage might not be as great as it appears on 
the surface. As a minimum, we would have to consider that: 


—the mining industry is a cyclical one where profits (and taxes) 
vary considerably from year to year 


—under the current Act, no interest is allowed on overpayments 
from the taxpayer until the mine assessor has received all infor- 
mation to complete his audit (which could be several years 
later), and then interest is paid at five per cent. Where the tax- 
payer underpays, interest is charged at 12 per cent on the 
underpayment beginning two months after the year-end 


—additional assessment work will be generated to monitor and 
process these payments. This, too, would increase our costs.’’ 


b) Acreage Tax and Mining Leases 


Acreage tax is levied when privately owned land is being used or held for 
mining purposes. Mining leases represent rent charged for the use of Crown land 
for mining purposes. The 1982 fiscal year revenue from acreage tax and mining 
leases was $538,000 and $181,000 respectively. 


As a result of our general review on these types of revenue, three observa- 
tions were noted. 


l. The fifty cents an acre rate as set out in section 658(1) of the Mining Act has 
remained the same since 1962 even though the costs of running the system of bill- 
ings and collections have increased considerably since that time. 


pi. The current charge for leasing of Crown land as stipulated under sec- 
tion 104(3) and 104(5) of the Mining Act is one dollar in the first year — 
and either ten or twenty-five cents per acre for each subsequent year of 


the lease depending on the type of lease desired. These rates have been in 
effect since 1962. 
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| 3. The interest penalty of 6 per cent as set out in section 671(1) of the Mining Act is 
low and may be a stimulus for the taxpayer to be delinquent on payments as 
noted by the $175,000 in acreage revenue outstanding at October 5, 1981. Given 
that acreage tax is billed as of January Ist of each year these receiv- 
ables have been outstanding for at least nine months. 


We recommended that: 


—Consideration be given to increasing the present acreage tax rate of 
fifty cents per acre. 


—Consideration be given to increasing the current charge for leasing of 
Crown land. 


—Considering that action has been pending for some time to raise the 
interest penalty to 18 per cent, the Ministry act promptly on this mat- 
ler: 


Deputy Minister’s reply: 


‘Pending the revision of the Mining Act—scheduled for tabling 
in the House in the fall of this year or the spring of 1983—both 
the tax per acre and the interest penalty for unpaid taxes, as well 
as the charge for leasing Crown land, will be adjusted 
upward.”’ 


Hunting and Fishing Licences and Permits 


Hunting and fishing licences and permits are sold on behalf of the Min- 
istry by independent issuers appointed by the Minister. The Ministry issued a pol- 
icy effective July 1, 1980 directing that the monitoring and collection of licence 
issuer accounts be delegated to the districts with responsibility assigned to the dis- 
trict manager. This directive stated that each issuer’s statement of account and 
each Ministry report of outstanding accounts should be monitored by the district 
offices on a monthly basis. Based on our review in two districts and of ten issuers 
within those districts we noted the following: 


1. Some outside issuers were withholding sales revenue from the Ministry and not 
reporting sales on a timely basis. In one case an issuer sold 187 small game 
licences between September and November 1981 and had not remitted 
funds for these licences as of May 4, 1982. In another case, an issuer 
had sold 410 small game licences between July 1981 and January 1982 
and 27 deer licences between August and September 1981 for which 
he did not make a remittance until April 27, 1982. 


2. One issuer audited had changed location for over two years without Ministry 
records reflecting the change while another issuer had resigned for over six 
months, yet was still recorded as an active issuer with licences outstanding for 


which no payment had been made to the Ministry. 


3. Neither district office recorded the licence serial numbers of the various blocks of 
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licences issued to Ministry staff for distribution to the various issuers. This 


According to the Ministry, expired licences outstanding as at February — 
28, 1982 amounted to $1.1 million. Some of these licences had been expired for a 
number of months. Although we recognized that part of the outstanding total 
could be unsold licences, based on our audit work, we suspected that a significant 
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makes it extremely difficult to follow-up on missing licences. 


For instance, in one district office we noted that 800 angling type 
licences of $12,000 face value could not be located or accounted for. 


part of this total represented unreported sales. 


With respect to audits by the Ministry of outside issuers, we noted that: 


Le 


We recommended that the monitoring of hunting and fishing licence 
issuers by the Ministry district offices be improved, particularly with respect to 


Evidence of audits conducted is not always available; we understood that in 
some cases oral reports on audits were being communicated to the dis- 


trict manager rather than a fully documented written report. 


Audits did not always include a reconciliation of licences sold and on hand to the 


original allotment. This was a critical procedure, in our opinion. 


the quality and frequency of audits on licence issuers. 


Deputy Minister’s reply: 


Pe 


‘‘Most revenue is collected on a regular basis and issuers are 
aware of their obligation to remit the sales of any month in the 
next following month. But it would take an audit of each issuer 
several times during the year to be certain that each one met 
his obligation. There are 3,000 non-Ministry issuers and 
about 2 million licences are processed each year. 


‘‘As a practical alternative, we do random inspections and 
monitor issuers’ accounts by comparing them with last year’s 
performance. 


‘‘Licence accounts are monitored on a regular basis by Main 
Office staff, and districts are questioned as to action being 


taken when delays in payment or return of unsold licences are 
observed. 


“Revised collection guidelines have been developed which 
should streamline and strengthen the monitoring procedures 


used by district offices. These guidelines have been circulated 
for comment and will be issued shortly. 


“An issuer is required to inform the Ministry of a change of 
address. If he does not, only a random inspection or returned 
mail can inform us of this change. In this case, the issuer did 
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not advise us but continued to maintain his account. Accord- 

ingly, the account in question has now been updated. 


“Regarding the ‘resigned’ account, it remains active until the 
outstanding balance of $31.00 is settled. The issuer is in a 
nursing home and additional shipments to this account had 
been suspended prior to your visit. 


3. “‘The matter of the 800 non-resident angling licences has now 
been resolved. 


“Of 47 districts, 40 licence accounts are in balance, and of 
the remaining seven the variance between district and Main 
Office records averages $200.00. 


‘With respect to the expired licences amounting to $1.1 mil- 
lion as at February 28, 1982, only $172,000 remains out- 
standing as at August 31, 1982. This total, which is made up 
of either unsold licences or amounts not yet remitted, is being 
decreased monthly and, based on previous years’ experience, 
should be settled by the end of this year. 


““A revised checklist of work to be done during inspections 
will be developed to improve the quality of the work. Training 
workshops are also planned to implement the improved 
inspection program and the documentation necessary to rec- 
ord the work done during the inspection. 


‘Furthermore, we intend to increase the number of inspec- 
tions to the extent that we are able to do so.”’ 


2.17 Performance Appraisals and Merit Increases, Resources 
Development Policy Field 


The 1980 Report of the Standing Public Accounts Committee recom- 
mended that regular, accurate performance appraisals be stressed throughout the 
government at all levels and that salary rewards be tied to exceptional perfor- 
mance rather than to merely adequate performance of duties. The Civil Service 
Commission, in responding to the Committee’s recommendation, stated that both 
assessed performance and experience should be recognized. 


The Committee also directed the Provincial Auditor to include an audit of 
performance appraisal activities as part of his general audit. Accordingly, we 
selected one policy field, the Resources Development Policy Field, to perform 
specific work with the objective of determining whether regular, written perfor- 
mance appraisals were being stressed at all levels and to determine what propor- 
tion of employees eligible for merit increases, as distinct from the normal annual 
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salary revisions, had their merit increases deferred as their performance did not 


justify a merit increase. 
Our review of ministries in the Resources Development Policy Field 
revealed the following: 
——approximately one-half of the ministries were completing periodic writ- 
ten performance appraisals while the others had introduced procedures 


to bring the necessary improvements in this area. 


—only 22 employees of approximately 5,200 employees eligible for merit 
increases during the 1982 fiscal year had such increases deferred. 


We acknowledge that the Ontario Manual of Administration allows for 
merit increases providing an employee’s work is satisfactory and does not require 
performance appraisals to be written. However, in our opinion, the lack of documented 
appraisals contributes to the reluctance of supervisors to recommend deferrals even though 


the employee’s performance may have been less than satisfactory. 


2.18 Weaknesses in Administration and Monitoring of Grants to 
Native People, Provincial Secretariat for Resources 
Development 


During the year, we conducted a review dealing with certain aspects of. 
payments being made by the Province to Native people. The primary objectives of 
this review were to assess the potential for duplication of services as between the 
Federal and Provincial governments, to assess the procedures in place at the Min- 
istry of Community and Social Services to ensure effective delivery and monitor- 
ing of the major assistance programs, and to assess the procedures in place at the 
Ministry of Culture and Recreation to monitor the usage of grants. 


Based on our review, we concluded that: 


e The absence of a formal agreement between the Federal and Provincial 
governments could lead to duplication of effort or result in the Province 
funding services and projects which are more properly the responsibility 
of the Federal government. 


¢ Procedures for ensuring the effective delivery and monitoring of Native 


assistance programs at the Ministry of Community and Social Services 
required upgrading. 


¢ Grants verification procedures at the Ministry of Culture and Recreation 
needed improvement. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


| Services to Native people in Ontario are provided by both the Federal and 
Provincial governments. The Province provides services to Native people through 
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‘the programs of its ministries. The Provincial Secretary for Resources Develop- 
| ment was designated as the Minister responsible for Native Affairs in September 
1981. Coordination of policy development and program delivery has been pro- 
vided by the Provincial Secretariat for Resources Development acting under the 
direction of the Cabinet Committee on Native Affairs and in conjunction with the 
Interministerial Committee on Native Affairs. 


The cost of services provided to status Indians is significant. A survey 
_completed by the Ministry of Treasury and Economics noted that identifiable Pro- 
vincial costs for the 1978 fiscal year exceeded $85 million ($75 million indirectly 
through line programs and $10 million in direct grants) of which approximately 
60 per cent was spent ‘‘On-Reserve’’. The study also indicated that funding 
towards services for the more than 65,000 status Indians is divided nearly equally 
between the Provincial and Federal Governments. 





Potential for Duplication of Services 


With respect to Federal-Provincial separation of responsibilities, the 

Ontario position has been that Canada has financial responsibility for the provi- 
sion of all services to status Indians, except for the administration of justice. How- 
ever, no formal agreement has been negotiated between the two governments regarding their 


respective roles in providing services to Native people. 


In our opinion, the lack of firmly established Federal-Provincial areas of responsibil- 
ity for the provision of services to status Indians creates a climate for administrative ineffi- 
ciency and duplication of effort. Provincial ministries could be funding services and 
projects which are properly the responsibility of the Federal government. For 
example, the Native Community Branch of the Ministry of Culture and Recreation has 
funded small businesses and agricultural enterprises on Indian Reserves which we felt were 


within the purview of the Federal government. 


On September 21, 1982, the Deputy Provincial Secretary for Resources 
Development replied as follows: 


“The Secretariat reviewed the comments of the Office of the Pro- 
vincial Auditor with respect to the absence of a formal agreement 
between the Federal and Provincial governments regarding their 
respective roles in providing services to Native people. The 
Secretariat accepts the opinion of the Provincial Auditor that this 
situation could lead to duplication of effort or result in the Prov- 
ince funding services and projects which are more appropriately 
the responsibility of the Federal Government. 


“It is worth noting that, for a number of years now, the Province 
has attempted to seek resolution of the issue of Federal/Provin- 
cial responsibilities for services to status Indians. It was hoped 
that this issue could be resolved within the tripartite negotiation 
process initiated by Ontario with Canada and Ontario status 
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Indian representatives in 1978. However, Canada has indicated 
that the issue of responsibilities for status Indians ts not resoluble 
in a provincial forum and will require a national forum for reso- 
lution. Hence, it is expected that this basic issue will be 
addressed in the context of the upcoming First Ministers’ Confer- 
ence on Aboriginal and Treaty Rights or through follow-up meet- 
ings to this Conference. In co-ordinating the Province’ s prepara- 
tion for this Conference, the Secretariat will stress the 


importance of this issue. 


‘Im addition, in light of the concerns regarding possible duplica- 
tion of federal /provincial expenditures on status Indians and the 
possibility that the Province funds services which are the respon- 
sibility of the Federal government, the Secretariat is exploring 
with the Ministry of Treasury and Economics the possibility that 
Treasury put into place a financial system which could accurately 
identify the Provincial cost of services to Native people.” 


Ministry of Community and Social Services 
a) Background 


The Ministry of Community and Social Services, as the major source of 
direct funding for Indian bands, provides assistance for income maintenance 
(1982, $7.1 million), day nurseries (1982, $1.4 million) and residential /home 
support and counselling services (1982 $.6 million). 


Although the delivery of these programs is the responsibility of the Prov- 
ince, the greater portion (approximately 95 per cent) of costs associated with de- 
livering the assistance are recovered from the Federal government. 


b) Income Maintenance 


The Ministry has published a General Welfare manual intended to assist 
municipal and Indian band welfare administrators in the interpretation of the Gen- 
eral Welfare Assistance Act. Administrators are appointed by the bands subject to 
the approval of the Ministry. Adequacy of support for claims is determined by 
area claims examiners, who visit local offices of welfare administrators on a regu- 
lar basis to verify compliance with the Act. 


The General Welfare manual lists the procedures designed to provide ade- 
quate administration of the program, but we noted that there were no formal procedures 
in place to monitor the claims verification process. We understand that such formal pro- 
cedures were in place at one time, but that the requirement was discontinued with 
the advent of decentralization of the Ministry. Because there was no record of 
procedures actually carried out and no audit trail for individual claims examina- 
tion, we were unable to determine if the procedures carried out within the Ministry were ade- 
quate with respect to compliance with the Act. 
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Accordingly, we recommended that the procedures currently employed 


for claims verification be formally documented. 
| c) Day Nurseries 





Pursuant to the Day Nurseries Act, where the council of an Indian band 
has established a day nursery or otherwise arranged for day care, the band is enti- 
tled to payments in the same manner as if the band were a municipality. 


For purposes of allocating day nursery spaces and determining the fees to 
be charged, municipalities in the areas we visited applied ‘‘needs tests’’. These 
tests were not applied, however, by any of the Indian bands in the areas visited. Addition- 
ally, we noted that all bands in one area charged a flat fee of $1 per child per day 
while another area, one band charged 50 cents and two bands made no charge. 


Regulation 160 to the Day Nurseries Act, in dealing with computation of 
the Provincial grant specifies the income and assets to be considered in determin- 
ing a person in need. However, the situation with respect to Indian bands was not 
entirely clear. The status of a draft Contribution Arrangement intended for com- 
pletion between Canada and each Indian band had not been clarified. The draft 
Arrangement among its program conditions stated that: 


‘The Band will ensure that the program is administered in accor- 
dance with the Day Nurseries Act and Regulation 160 of 
OUutao. es 


‘*A means test under the Day Nurseries Act will be applied by the 
Band to determine users fee for the Day Care Service. .. .”’ 


The existence of this draft Arrangement (agreement) and the lack of any 
specific guidelines have resulted in some confusion with respect to administering 
the Act for Indian bands. In the interim, there would seem to be no eligibility criterion 
other than that recipients be approved by the band. 


We recommended that specific guidelines with respect to day nursery 
assistance for Indian bands be developed and that clarification of the conditions 
under which the Federal government will support the assistance be hastened. 


d) Residential Home Support and Counselling Services 


During the 1981 fiscal year, the total cost for all Residential Home Sup- 
port and Counselling Services assistance in the Province was $14 million or 
approximately $2 per capita. An Indian band we visited received $199,000 or 33 
per cent of the assistance provided to Indian bands under this program. On a per 
capita basis, the band received over $200 for each of its 900 members. 


During our visit to the band, we found that the claims for this category of assis- 
tance were not adequately supported. The files generally were not complete, contained contra- 
dictory items of information, or contained information indicating the recipients might not be 


eligible for the full amount of the subsidy claimed. 
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There was no indication on the files that an attempt had been made to 
either complete the forms or to independently verify the information. 


The Ministry indicated its concern about the inadequacies noted and 
expressed hope that the situation would have improved by the end of the current 
fiscal year. We were informed that the only reason the situation had been permit- 


ted to continue was reluctance to take such a drastic step as cutting off the pro- 


gram completely and thus cause suffering for those deserving assistance. 
The Deputy Provincial Secretary replied as follows: 


‘Firstly, with respect to the recommendation that procedures 
currently employed for General Welfare claims verification be 
formally documented, the Ministry reported that formal proce- 
dures to ‘monitor the claims verification process’ are docu- 
mented in the Claims Examination Manual. The procedures have 
been in place since 1976 and the requirements were not discon- 
tinued at the time of decentralization. This Manual is currently 
being re-written to comply with the standard Ministry format and 
is expected to be finalized shortly. 


“With respect to the difficulties experienced by the Provincial 
Auditor regarding an audit trail for individual claims examina- 
tions, the regional Income Maintenance specialists have been 
working with the Subsidy Claims Examiners to more clearly 
define the requirements in this area. 


“Secondly, regarding the recommendation ‘that specific guide- 
lines with respect to day nursery assistance for Indian Bands be 
developed and that clarification of the conditions under which the 
Federal Government will support the assistance be hastened’ , the 
Ministry reported the following: 


‘Under the Indian Welfare Services A greement between Ontario 
and Canada, the Province is receiving cost sharing (95%) for the 
funding of day care services provided by Indian Bands under the 
provincial Day Nurseries Act. Under the Act, Indian Bands may 
provide these services and receive provincial funding on the same 
basis as municipalities. A revised needs test and guidelines for 
day care services have been under development and are expected 
to be finalized shortly. The Auditor’ s comments are being consid- 
ered during discussions with Federal authorities regarding the 
approval of the revisions for cost-sharing purposes. 


“Thirdly, regarding residential, home support and counselling 
services the Ministry reported that it has already initiated follow- 


up action in keeping with the intention stated in the final 
report.’’ 
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a) Background 


The Ministry’s Native Community Branch works with Native communi- 
ties and organizations to encourage Native self reliance and participation in the 
life of the Province. The objectives of the Branch were to: 


—Support Native heritage preservation and cultural continuity; 


—Promote the development of human resources and leadership in the 
Native community; 





—Assist Native communities in socio-economic development; and 


—Facilitate direct Native access to government services and resources. 


With these objectives as criteria, financial assistance in the form of grants 

is provided for projects in such areas as social development, small business cre- 

ation, research, communications and Native heritage. Grants are also provided in 

the form of core funding for the support of Native organizations and for meetings 

where Native groups gather and discuss issues of common concern. Priority is 
given to locally initiated and sponsored projects. 


The Branch’s expenditures are included in the Ministry’s Citizenship and 
Multicultural Support Program—Special Services for Native Peoples Activity. 
The grant expenditures for the 1982 fiscal year totalled $2.55 million. 


b) Grant Verification Procedures 


Each applicant for a project grant was required to submit a Managing by 
Results (MBR) statement. Additionally, for those applicants who, in the opinion 
of the Branch’s consultants, may have had difficulty achieving the project’s 
objectives or had submitted poorly framed MBR statements, the consultants pre- 
pared work plans. Thus it was clearly evident that the Branch recognized the importance of 
the planning element for each project and had instituted adequate measures conducive to good 


planning. 


Our review of grants files, however, did not provide us with any evidence 
that the planning requirements were being monitored. We understood that project 
and financial reports are reviewed by the Field Consultant, Area Supervisor and 
Head Office staff who question any irregularity. There was no evidence of this review 
on file nor was there any indication that any of the information had been verified. 


Many of the reports were late (several were still outstanding from the 1981 fiscal 
year) and not all of them provided sufficient information to permit assessment of the achieved 


results. 


We recommended that formal verification procedures or audits be insti- 
tuted on a selective basis to: 
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1. Ensure that the grant funds are being used as intended and as pre- 
scribed. 1 






2. Identify disallowable costs. 


3. Encourage the implied contractual compliance on the part of the orga-. 
nizations receiving the grants. 


The Deputy Provincial Secretary responded to our comments as follows: | 


“The Ministry reported that it reviewed that section of the audit 
report on the Native Community Branch, and accepts the recom- 
mendations as outlined by your Office. Certain changes to proce- 
dures recommended for improvement are already in place and 
others will be implemented shortly. 


“More specifically, the Ministry began a ‘grants follow-up sys- 
tem’ in October, 1980 which was fully operational by April 1981. 
This summer the Branch hired a student to do a comprehensive 
analysis on grants, including the gathering of all available verifi- 
cation data for 1980-81. 


j 
‘Lastly, the Ministry reports that it is combining the findings of | 
the Provincial Auditor with a recent consultant's report on the | 
Native Community Branch as part of a total review of the Branch | 
f 
| 


> 


and its activities.’ 


2.19 Continuing Systems and Other Deficiencies re Payment of 
Ontario Pensioners Property and Sales Tax Grants, Ministry 
of Revenue | 


Property and sales tax grants are paid to Ontario senior citizens pursuant | 
to the Ontario Pensioners Property Tax Assistance Act, which came into force on) 
July 1, 1980. For the year ended March 31, 1982, these grants totalled $294 mil- 


lion, and were paid through the Ministry’s Guaranteed Income and Tax Grants 
Program. 


During the year, we completed an audit of the system relating to these 
payments with the objective of assessing action that the Ministry had taken on the 
recommendations contained in section 2.20 of our 1981 Report to the Legislature. 
These recommendations called for improvements in the following areas: 


—the filing and retrieval system for applications and other documents, 
——the information contained in computer reports and master files, 
—reconciliation of computer input to output, 


—compliance with the application form for property tax grants, 
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—Proper recording of accounts receivable arising from overpayments, 
and 


—duties of Benefits Control Officers. 
| Resulting from our audit, we found that: 


« Although improvements had been made in the filing and retrieval system, 
further corrective action is required. 


« Although progress had been made, problems were still being experienced 
with the computerized accounting system. 


e Input to the system was still not reconciled with output. 





e Problems in ensuring compliance with the application form for property 
tax grants were corrected by amending the application form. 


e Many overpayments were still not being recorded as accounts receiv- 
able. 


| e Audits by Benefits Control Officers were sharply reduced in number, 
| since staff was again seconded to assist in the delivery of the 1981 grant 


program. 


‘DETAILED FINDINGS AND RECOMMENDATIONS 


F iling and Retrieval System—Applications and Other Documents 


| During our previous audit we observed that applications for grants were 

batched for data entry purposes and stored in the file room. As there was much 

‘time wasted in retrieving an application which had been rejected upon data entry 

or subsequent edits, and in view of the fact that other documents were filed alpha- 
betically or by terminal digit of the plan number (OAS or SIN), we recommended 
that applications be filed by terminal digits of the plan number and that all docu- 

‘ments be interfiled with the appropriate applicaton. We had further recommended 
that a separate file for each pensioner be created in which are filed the yearly grant 
applications of a pensioner together with all other documents pertaining to a par- 
ticular person. 


The Ministry is not in favour of maintaining a separate file for each pen- 
sioner on a continuing basis. Instead, files are to be maintained by year. Toward 
this end, and in accordance with our recommendation, the 1980 applications have 
been filed by terminal digit and all other pertinent documents were interfiled. 


With regard to the 1981 applications, however, we found that many are still stored in 
batches. We also noted that much of the 1981 correspondence, and in some Cases the 1981 
applications were attached to the 1980 applications, thereby complicating file retrieval. 


Computerized Accounting System 


The records covering payments of grants made to pensioners are main- 
tained on a computer master file. During our previous audit we observed that the 
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grants paid on various master files had to be adjusted after audit or when pen- 
sioners requested an adjustment. Much of the information covering accounts 
receivable was faulty. At the time of our latest audit, the system was still in the develop- 
ment stage and the computer could not accept journal entries covering certain transactions. 


We observed that batch and item numbers are used as the control numbers 
of each application and other documents. Many of the batch numbers were used more 
than once, therefore creating problems for error correction or follow up. 


Reconciliation of Input to Output 


During our examination we noted that the Guaranteed Income and Tax Credit 
(GITC) Branch does not perform a reconciliation of its input to the output for the grants paid. 
Requisitions for 1981 continued to be signed on the basis that the amount appear- 
ing on the computer reports was correct. No verification has been made by the Ministry 


that the total dollar value paid is correct. 


We again recommended that all input be reconciled with output, and dis- 
crepancies followed up. 


Compliance with Application Form 


During our previous audit, we recommended that the Ministry ensure 
compliance with its prescribed form for property tax grants and obtain supporting 
documents (i.e. rent receipts) where required. The Ministry amended the applica- 
tion for the 1981 grant so that rent receipts were no longer required to be submit- 
ted with the application and pensioners were not required to provide their tax roll 
number of their real property. Therefore, the Ministry complied with our recom- 
mendation by amending its prescribed form. 


Recording of Accounts Receivable 


The Benefits Control Section of the GITC Branch performs an audit of 
the payments made under the Ontario Pensioners Property Tax Assistance Act. 
Any overpayments identified by it are recorded on audit worksheets and for- 
warded to the Operations Section for recording and recovery. 


During our previous audit we found that many of the overpayments iden- 
tified had either not been recorded at all, or in some instances recorded on manual 
cards, or in the computer master file or on both the manual cards and the computer 
system. Although we had recommended that all overpayments be formally 


recorded so that recovery can be facilitated, we found during our current examina- 
tion that this recommendation was not implemented. 


Our examination again disclosed that many overpayments identified by the Benefits 


Control Section have not been recorded in the Ministry’s Accounts Receivable Records, and 
efforts for their recovery have not commenced. 


We again recommended that the Ministry make every effort to reconcile 
the overpayments identified by the Benefits Control Section with the overpay- 
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ments recorded in the Accounts Receivable records and commence recovery of 
same. 


Inefficient Use of Benefits Control Officers 


During our previous audit we recommended that Benefits Control 
Officers be made responsible for their audits, the preparation of computer input 
documents setting up overpayments which they had identified and that the Ben- 
efits Control Section perform a reconciliation for overpayments identified during 
audit and ultimately recorded as Accounts Receivable in the accounting records of 
the Ministry. In addition, we reported that Benefits Control Officers were 
assigned clerical duties to expedite the approval of grant payments, to interview 
pensioners who had sought advice from the Ministry as to why their property tax 
grant had not been paid. 


Our current examination disclosed that Benefits Control staff was again deployed 
where needed to expedite program delivery for 1981, and to prepare journal entries and assist 
in the updating of accounts receivable and accounts payable control cards. 


We also found that for the 1981 program delivery 4,400 audits were completed com- 
pared to 9,200 in the previous year. Overpayments identified for 1980 grants were $1,334,000 
and for 1981 grants were $258,000. 


We again recommended that Benefits Control Officers be used more effi- 
ciently, and that the Ministry give consideration to employing clerical staff at a 
much lower salary to action journal entries, perform telephone and personal inter- 
views. 


Other Matter—Payments to Management Consultant 


During our discussions with operating staff, we ascertained that the Min- 
istry had engaged several management consultants. One of these consultants was 
to act as Executive Co-ordinator for the 1981 program delivery for the period Sep- 
tember 17, 1981 to March 30, 1982 under three contracts each at $14,999. These 
contracts extended for one continuous period and could have been covered by one contract. In 
that event tendering would be required by the Ontario Manual of Administration. Tenders 


were not called for in this case. 


The foregoing matters were reviewed in draft form with Ministry offi- 
cials. However, no formal report had been issued as at September 30, 1982, the 
date of this Report. Therefore, we are unable to present the Ministry’s views on 
the subject matter. 


2.20 Insufficient Controls Over Moveable Assets, Ministry of the 
Solicitor General 


One of the objectives of a recent audit of the Ministry of the Solicitor 
General was to assess the adequacy of internal controls and compliance with 
established policies and procedures in the following areas: 
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— moveable assets, 


—purchasing and accounts payable 





—payroll, with respect to employee terminations, and 


—computerized expenditure system. 


We concluded that controls in the latter three areas were generally satisfactory. 
However, regarding moveable assets, we concluded that controls were not satisfactory. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview | 
Expenditures by the Ministry on the purchase of moveable assets: 
amounted to approximately $11.5 million in the 1982 fiscal year. | 


Section 35-8 of Volume 1 of the Ontario Manual of Administration indi- | 
cates that ministries are to establish control systems to provide for the control, , 
security, loan and disposal of moveable assets. All moveable assets having a unit | 
cost of $200 or more, or having an estimated life of one year or longer, are, 
required to be uniquely numbered and to be controlled by perpetual records. | 





Financial Services Branch 


The Ministry’s Financial Services Branch (FSB) does not maintain perpetual inven- | 
tory records for applicable ministry moveable assets, except for typewriters and some calcula- - 
tors, nor did the present records indicate the cost of asset acquisitions. Also, the FSB does not | 
uniquely label its moveable assets. 


Management advised that staff constraints make it difficult to rectify the 
above situation which has existed for several years. We were also informed that a | 
consultant was in the process of carrying out a study of all aspects of the Financial | 
Services Branch, including moveable assets. We expect, therefore, to see some 
improvement in the future. 


Fire Safety Services Activity 


Expenditures by Fire Safety Services (FSS) on supplies and equipment 
amounted to approximately $704,000 in the 1982 fiscal year. A substantial por- | 
tion of these expenditures related to the purchase of motor vehicles and equipment | 
for fire fighting, training, photographic or audio visual purposes. 


In our review of the FSS asset records, maintained by the FSS Adminis- | | 
tration section, we determined that: | 


—The vehicle inventory listing was incomplete and inaccurate. 


} 

| 

—No records were being maintained for mobile radios. | 
| 
—Except for vehicles, the FSS did not maintain asset records for the Ontario Fire 
College. For many years the Ontario Fire College has not submitted an inventory J 


listing of its assets to either the Financial Services Branch or the FSS. | 


—Existing asset records were not being updated on a timely basis. Transfers of ( 


assets between sections of the FSS could occur without the FSS Administration \ 
section being notified. 
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| —There were no procedures in place to determine when a vehicle is to be traded or 
scrapped. 





—Duplicate asset records were being maintained by FSS sections and also the 
Administration section. 


—No preventive maintenance program for FSS vehicles had been established. 


—Asset records did not indicate the cost of assets, and moveable assets were not 
uniquely labelled. 


We recommended that the necessary steps be taken to correct these defi- 
ciencies and ensure compliance with government policy. 


\ 


On September 30, 1982 the Deputy Solicitor General wrote to us as fol- 
lows: 





Financial Services Branch 


“The comments of the auditor on moveable assets are valid as 
noted. The auditor was advised that staff constraints indeed make 
it difficult to rectify the noted weaknesses. The report of the con- 
sultant noted in the audit observations has also stated that the 
weaknesses outlined do exist. 


| “The required systems development to correct the problems 
| would be fairly costly in financial and human resources. This 
| development has been assigned a lower priority than other more 
pressing developmental needs in the Financial Services Branch 
that directly affect the operations of the Ministry. This will not, 
however, detract from our responsibility in regard to moveable 
assets and every attempt will be made to make improvements as 
soon as possible.”’ 


Fi ire Safety Services Activity 


“An accurate vehicle inventory listing is maintained in the 
Administrative Services Section. It may have been incomplete for 
a period of time with the acquisition of vehicles leased by the 
LLBO which were later purchased by the Ministry for use by the 
Hotel Fire Safety Section. Apparently that period coincided with 
the audit review. 


—Our records have been reviewed and will include mobile radios 
as recommended. 


—A listing of the assets of the Ontario Fire College has been sub- 
mitted to Administrative Services as recommended. 


—Steps have been taken to improve the updating of all assets rec- 
ords. Transfers of assets between Sections are authorized by 
Administrative Services. 


—In the past, most of our vehicles were used O.P.P. vehicles, 
and a nominal sum was spent on repairs and painting. Our 
procedure has been to dispose of vehicles when they are 
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beyond economical repair. With the substantial increase in the 


fleet, our fleet management system is presently being 
reviewed. 


—Duplicate asset records are maintained by Sections for conve- 
nience only. It is expected that the official records will be main- 
tained by Administrative Services as part of the central file reg- 
istry. 

—A preventive maintenance program for O.P.P. used vehicles is 
in place and is a carry-over from the O.P.P. system. We are 
presently working on a preventive maintenance program for all 
our vehicles. 


—At the present time, the Ministry procedures for the recording 
of assets are being followed. A Ministry-wide system is under 
review. Until a decision is made in this regard, our present sys- 
tem will continue.’’ 


2.21. Provincial Funding of Minaki Lodge and Royal Ontario 
Museum Capital Projects, Various Ministries 


In January 1974, the Province, through Northern Ontario Development 
Corporation, assumed ownership of Minaki Lodge Resort Ltd. pursuant to Order 
in Council 105/74. The current major construction project at Minaki Lodge, 
which commenced in 1980 and is being financed through the Ministry of Northern 
Affairs, consists of relocating the existing guest cottages which will be used for 
staff housing, renovations to the main lodge and construction of conference facili- 
ties, the construction and furnishing of 120 guest rooms and site servicing. 


In 1978, The Royal Ontario Museum embarked on a project involving 
major renovations to, and expansion of, the Museum’s facilities. The project con- 
sists of the building of a new Curatorial Centre, the building of new Terrace Gal- 
leries and the renovation of the Main Building (including construction work on 
the Planetarium Plaza). 


Both Minaki Lodge and The Royal Ontario Museum have been referred 
to in our previous annual Reports to the Legislature, and have also been reviewed 
at meetings of the Standing Public Accounts Committee. Since both projects are 
still in progress and are of continuing interest to the Legislature, we felt that a cur- 


rent update on the costs and status of these projects would provide beneficial 
information. 


MINAKI LODGE 
GENERAL SUMMARY 


e At March 31, 1982, the Province’s total investment in Minaki Lodge 
Resort Ltd. amounted to $21.8 million. When the current construction 





DETAILED COMMENTARY 


} 
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project is completed and the new lodge opens in the spring of 1983, the 
total investment is expected to be approximately $28.4 million. 


e The total costs of ancillary projects related to Minaki Lodge which are 
now in process and being funded by the Province, are estimated to be 
$16.7 million, of which $8.0 million has been paid to March 31, 1982. 


Overview 


In its March 1977 report to the Legislature the Standing Public Accounts 


Committee recommended that: 


1) Every reasonable step should be taken by the Ministry of 
Industry and Tourism to dispose of the assets of Minaki Lodge 
by sale to the private market; and 


2) Failing recommendation number 1, the Government should 
develop a plan for the future of Minaki Lodge and report to the 
House as soon as possible. 


Proposals received from the private sector for the sale of Minaki Lodge 
were not considered to be satisfactory. Cabinet subsequently authorized the com- 
pletion of Minaki Lodge, with the provision that the Minaki Board find a private 
sector hotel/resort chain operator who would advise the Board on various aspects 
of construction, and operate the Lodge on behalf of the Province. 


On April 21, 1980, the then Minister of Industry and Tourism announced 
in the House that a management agreement had been signed with a major interna- 
tional hotel chain, and that operation of Minaki Lodge would commence in the 
spring of 1982. Because of unforeseen construction delays, the lodge was unable 
to open on the planned date. 


Current Status 


Construction now in progress, which commenced in 1980, is presently 
scheduled for completion this fall, and we have been advised that the lodge will 
open to the public in the spring of 1983. Details of costs related to this construc- 
tion are as follows: 


. Project costs were originally estimated to be $15.6 million in 1980, but 
were revised to $19.2 million in 1981. The primary reasons for the $3.6 
million increase were stated as being inflation and revisions to the proj- 
ect to increase safety, reduce long-term maintenance costs and improve 
the quality of the lodge. 

. Costs incurred on this project to March 31, 1982 totalled $12.7 million. 


Assuming the $19.2 million total estimate holds firm, the remaining 
$6.5 million will be spent during the 1983 fiscal year. 
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Since assuming ownership of Minaki Lodge Resort Ltd. in 1974, the Province’s total 7 
investment in the lodge to March 31, 1982 amounted to $21.8 million. This investment con- 
sists of the total funds advanced in connection with the current and previous con- 
struction projects, as well as ongoing advances for the maintenance and opera- 
tions of the main lodge. After taking the estimated costs to complete the current 
construction project and operating subsidies into consideration, the Province’s total invest- 
ment will be $28.4 million when the newly renovated lodge opens in the spring of 1983. 


Ancillary Costs 


In addition to its direct investment in Minaki Lodge, the Province, primarily 
through the Ministry of Northern Affairs, has provided funding for certain ancillary projects 
which are related to the Minaki Lodge project. A summary of these projects is as fol- 


lows: 


(a) Highway Improvement—In order to improve the road access to Min- 
aki Lodge the Ministry of Northern Affairs is funding the reconstruc- 
tion of Secondary Highway #596 from Keewatin to Minaki. The esti- 
mated cost of this project is $15,474,000, of which $7,928,000 has 
been spent to March 31, 1982. 


(b) Improvement of Minaki Airport—The Ministries of Northern Affairs 
and Transportation and Communications are funding the upgrading of 
Minaki Airport to a Class D licensable facility. The upgrading is 
scheduled for the March 31, 1983 fiscal year at an estimated cost of 
$850,000. 


(c) Community Improvements—The Ministry of Northern Affairs is 
funding certain community improvement projects within the village 
of Minaki so it will be an attractive tourist community. The estimated 
cost of these projects, which include manpower training and local 
road improvements, is $406,000, of which $69,000 has been spent to 
March 31, 1982. 


In summary, ancillary costs incurred to March 31, 1982 amounted to $8.0 million, 
and a further $8.7 million has been budgeted for the 1983 fiscal year, resulting in total ancil- 
lary costs of $16.7 million. 


Management Agreement 


The agreement with the international hotel chain to operate and manage 
Minaki Lodge provides the manager with: 


—an annual management fee calculated as the greater of 5% of gross 
operating income or $100,000 U.S. funds (or Canadian equivalent), 


—an annual incentive fee of 10% of gross operating profit, and 


—a one-time technical assistance fee of $75,000 U.S. funds (or Canadian 
equivalent). 
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ROYAL ONTARIO MUSEUM 


GENERAL SUMMARY 


¢ Construction is expected to be completed in December 1982 and total cap- 
ital costs upon completion are estimated at $56.85 million. As at July 31, 
1982 total capital costs amounted to $50.27 million. 


e These amounts do not include certain overhead costs related to the proj- 
ect which, at March 31, 1982 exceeded $700,000, nor do they include any 
provision for additional costs related to gallery exhibit development, 
which will be incurred from October 1982 to February 1984 and are esti- 
mated to be $2.75 million. 


e In June 1982, the Museum had identified $53.83 million as being the total 
amount of funds received to date for the project, including future pledges 
and commitments. 


DETAILED COMMENTARY 
Capital Costs 


The original capital budget for this project, as approved at a November 
1977 Museum Board meeting, was $44 million. This amount included allowances 
of $5.3 million for escalation (inflation) of construction costs and contingencies. 
However, as at December 31, 1979, the estimated project capital costs had risen 
to $51.09 million. The main factor contributing to this increase was stated as 
being higher than anticipated inflation. 


As at July 31, 1982, based on a summary submitted by the Museum to the Ministry 
of Citizenship and Culture, the estimated project capital costs had further increased to $56.85 
million. As at the same date, actual project capital costs amounted to $50.27 million. 


In connection with the preceding amounts, the following should be 
noted: 


- In addition to the direct capital costs, the Museum is incurring certain overhead 
costs related to the project, examples of which are fund-raising costs and interim 
financing. To March 31, 1982, such costs exceeded $700,000. 


¢ The amounts do not include any provision for estimated additional costs related to 
gallery exhibit development. Based on correspondence in June 1982 from the 
Museum to the Ministry, $2.75 million has been forecasted for such costs during 
the period from October 1982 to February 1984. 


Project Financing 


The majority of the funding for the Museum’s renovation /expansion proj- 
ect has been supplied by the Province of Ontario, through grants from the Min- 
istry of Culture and Recreation (now Citizenship and Culture). At the time of the 
Standing Public Accounts Committee’s February 1980 meeting, the Province had 
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committed a total of $34.57 million, consisting of general grants, matching and 


special Wintario grants, and a Lottario grant in lieu of Federal assistance. 


In May 1981, the Province committed an additional $3 million in Lottario 
capital grants with the understanding that the Board would undertake to continue 


fund raising in the private sector with the aim of matching these grants. There- 


fore, the Province’s commitment towards the project now stands at $37.57 mil- 
lion. 


Other sources of financing for the project include a $5 million grant from 
Metropolitan Toronto, other miscellaneous grants and donations from the private 
sector. 


In correspondence to the Ministry of Citizenship and Culture, the Museum’s Direc- 
tor noted that, as at June 10, 1982, the Museum had identified $53.83 million as being the total 
amount of funds received to date including future pledges and commitments. As previously 
stated, the estimated project capital costs, not including overhead and additional 
gallery exhibit development costs, are $56.85 million. Therefore, to complete the 
project, the Museum will need to obtain funding in addition to the amounts com- 
mitted or pledged to date. 


As an interim measure, on June 30, 1982, an Order in Council was 
issued, authorizing the Museum to borrow up to $5 million upon its own credit at 
prevailing interest rates. Such loans will provide the Museum with interim financ- 
ing for project costs until such time as certain pledges and commitments are 
received. 


Project Status 


We have been advised that the status of the project as at July 31, 1982 is 
as follows: 


- the construction of the Curatorial Centre was completed in March 1981, 
and was completely occupied by the Museum in July 1981. 


- construction of the Terrace Galleries is expected to be completed in 
December 1982. A portion of the Galleries should be open to the public 
in late 1983, with the remainder to be open as funds are made available 
for gallery development. 


- renovations to the Main Building are nearing completion, and it should 
be open to the public in early October 1982. 


The preceding dates, of course, could be influenced by the status of cur- 
rent disputes in the construction industry. 


2.22 Expenditure of Royal Commissions 


Royal Commissions are defined in the Ontario Manual of Administration 
as “commissions, judicial inquiries, inquiries and other investigatory bodies 
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appointed by Order in Council under the power of the Public Inquiries Act or 
appointed under any other Act where the investigatory body is given the powers 


of a Commission appointed under the Public Inquiries Act’’. 


81 


Expenditure detail for the $1,857,894 incurred by Royal Commissions in 
the 1982 fiscal year is reflected in Volume 3 of the 1981-82 Public Accounts. A 


“summary of the cumulative expenditure incurred by Royal Commissions that 


were active during any portion of the past five fiscal years is as follows: 


Date 
Subject Matter Established 
M@northern Environment ............... July 13/77 
Electric Power Planning ............. July 17/75 
Violence in the Communications 
ULES ESS aR AoA ae May 7/75 
Freedom of Information and 
BaotvigualPhiVacy. ..342 mils otisess Mar. 30/77 
Confidentiality of Health Records .. Dec. 21/77 
Meats Of PENSIONS .. 20.055 0.<.v0cverces Apt... 20/77 
Metropolitan Toronto ................. Sept. 10/74 
Toronto Jail and Custodial Services Oct. 9/74 
Health and Safety Arising from Use 
BEPASDOSUOG feria hatin ctes ets Apr. 29/80 
Health and Safety of Workers in 
YD TES DR ee ine gt rae Sept. 10/74 
Bening Wiring: 2.6. fis Deleaes es Apr 6/77 
Discounting and Allowances in the 
Food Industry in Ontario .......... Aug. 23/78 
Hamilton-Wentworth ................. Sept. 14/77 
BECTION REQION ooo ssc ccnncv ts onan Sept. 14/77 
mate of Kim Anne Popen ............ Mar 2/78 
~Algoma University College ......... Mar. 10/76 
Waste Management Inc. ............. May 15/77 
BERPO MOM SIANGS 4253-62 shis vind enna + Aug. 1/80 
Acquisition by the Ministry of 
Housing of Certain Lands in the 
Community of North Pickering .. Oct. 26/76 
~Collective Negotiation Process 
between Teachers and School 
ONCE SS ioen ee a haricnc a Kener Oct. 24/79 
Ronto Development Company ...... Apr. 20/77 
Behaviour of Provincial Judge 
Baas Ps WW ALLIAINIS gg. Seizes soy alse SeDie ccd Ay 
Use of Fuels Containing 
Poly-chlorinated Biphenyls 
BEIODS) ns ayes eA ena ches atk s eee: Feb. 14/79 


* Considered completed when final report issued. 


Status as 

at March 

31, 1982 
* 


In Process 
Completed 


Completed 


Completed 
Completed 
Completed 
Completed 
Completed 


In Process 


Completed 
Completed 


Completed 
Completed 
Completed 
In Process 
Completed 
Completed 
Completed 


Completed 
Completed 
Completed 


Completed 


In Process 


Expenditure 


1982 
$ 


1,249,731 


510,558 


92,774 


Cumulative 
Expenditure 


$ 


6,238 356 
5,221,268 


2,239,668 


1,676,431 
1,438,858 
1,180,195 
1,079,099 

932,444 


702,360 


496,014 
470,530 


442,205 
394,492 
367 ,000 
B07, 991 
245 ,330 
201,247 
198,649 


142,375 
109,853 
52,242 


38,498 


6,482 





1,857,894 


24,181,187 
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2.23 Expenditure of Select Committees 


Select Committees are appointed by order of the House to consider mat- 
ters upon which the House desires information and assistance. Expenditure detail 
for the $182,417 incurred by Select Committees in the 1982 fiscal year is 
reflected in Volume 3 (Office of the Assembly) of the 1981-82 Public Accounts. — 
A summary of the cumulative expenditure incurred by Select Committees that 
were active during any portion of the past five fiscal years is as follows: 





Status as 
Date at March Expenditure Cumulative 
Subject Matter Ordered 31, 1982 1982 Expenditure 
- $ $ 
| 
The Corporations Act of the 
Province of Ontario and Related | 
Acts and Regulations .............. June 22/65 Ongoing 70,019 2,355,097 ae 
Ontario Hydro Affairs ................ Nov. 24/77 Completed -- 1,273,400 
Report of the Ombudsman ........... Oct. 29/75 Ongoing 34,278 395,485 
EILaTy aye SACU yi vicnes wentian| crown an May 25/76 Completed —- 356,706 
Highway Transportation of Goods . May 25/76 Completed —- 275,866 
Constitutional Reform ................ June 3/80 Completed — 129,652 
Inco and Falconbridge Layoffs ..... Nov. 10/77 Completed a 118,232 
fe (CELLU URC cee Se Boge Ay MO eee ae June 19/78 Completed — 88,902 
OTE ONGicer ct cer me p tne © ute July 2/81 Completed 78,120 78,120 
Plant Shutdowns and Employee 
PACHIMSLENONU aote cia onl Manny, Oct. 28/80 Completed =r 30,526 
182,417 5,101,986 





* Considered completed when final report issued. 
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COMMENTS ON CROWN AGENCY OPERATIONS 





3.1 Introductory Comments 


The term Crown Agency for purposes of this segment of the Report 
includes both agencies of the Crown and Crown controlled corporations, as 
defined in Exhibit 1 of this Report. A listing of agency of the Crown and Crown 
controlled corporation audits, by category, for the year ended March 31, 1982 is 


_ included as Exhibit 7 of this Report. 


3.2 Summary of Audit Observations 


The following summary is presented in order to provide the reader a brief 


_ overview of the audit observations contained in this chapter. For our detailed 
' observations and recommendations, reference should be made to the relevant 
_ detailed sections of this chapter. 


_ The Development Corporations 


3.3) - Securities were not always being registered or obtained in the case of 


loans guaranteed by Ontario Development Corporation. 


« The Ontario Development Corporation was not being provided 
timely information from lending institutions as to the status of loans 
guaranteed by the Corporation. 


- Lending institutions are at times charging more than the prime inter- 
est rate on loans that are fully guaranteed by the Development Cor- 


porations. 
The McMichael Canadian Collection 
(3.4) » The Collection needed written policies for assigning monetary values 


to donated works of art and for disposals and loans to previous 
owners of works of art. 


« Due to several changes that were deemed to be necessary, the esti- 
mated cost of major renovations to the gallery has risen from $4.7 
million to $9.45 million. 


Office of the Ombudsman 


(3.5) . The Office is in need of a policy regarding quotes or bids for procure- 
ment of goods and services. 
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. Increases in Office travel expenses were mainly due to out of Prov- 
ince trips to conferences. 


The Ontario Educational Communications Authority 


(3.6) . Based on an agreement, the Authority must pay the entire costs of 
completing the production of a major series of films. 


Ontario Food Terminal Board 


(3.7) . Contrary to a recommendation of the Standing Public Accounts Com- 
mittee, the Board was still engaging in non-arms length transactions 
with relatives of a senior Board employee. 


Ontario Northland Transportation Commission 


(3.8) « Physical security of the computer operations area was weak, and pro- 
vision for backup processing facilities was inadequate. 


« Internal controls for the processing of data were sound and reliable. 


Ontario Place Corporation 


(3.9) « A lack of due regard for economy was noted in relation to certain 
costs connected with the construction of a new exhibit. 


Ontario Waste Management Corporation 


(3.10) - An interest free loan of $50,000 was granted to a newly hired 
employee in October 1981. 


« Based on payments made, the total cost to the Corporation of the 
Chairman’s services was approximately $100,000 for the year ended 
March 31, 1982. 


- There were deficiencies in the control over payments to engineering 
consultants. 


- From an economy standpoint, we questioned the necessity of engag- 


ing a second auditor to express an opinion on the combined financial 
Statements. 


Toronto Area Transit Operating Authority 


(Bait) - Serious deficiencies were observed in accounting and internal con- 
trols. 


Workmen’s Compensation Board 


(3.12) - Improvements are needed in the planning and effectiveness measure- 
ment of the Board’s Field Audit Section activities. 
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3.3. Safeguards Needed re Loan Guarantees, the Development 
Corporations 


The combined audited financial statements of the three Development Cor- 
-porations (Ontario, Northern Ontario and Eastern Ontario) for the year ended 
March 31, 1982 are reproduced in Volume 2 of the 1981-82 Public Accounts. 
_ These Corporations were established to encourage and assist in the development 

and diversification of industry in Ontario. The Corporations provide financial 
assistance by loans, grants, guarantees or purchase of shares or other securities, 
_and the provision of sites, equipment, premises, facilities and services. 





~ LOAN GUARANTEES 
Overview 


The three Development Corporations offer loan guarantees where ade- 
quate funding would not otherwise be available. This encourages private lender 
participation. The funds for these working capital loans to the borrowers are pro- 
vided by the lending institutions, but guaranteed by the Province of Ontario. The 
maximum guarantee given under the program is $1,000,000 and the interest rates 
charged to the borrowers are determined by the lending institutions. As of March 
31, 1982 guarantees in the amount of $97 million were authorized by the Corpora- 
tions (Ontario—$75 million, Northern Ontario—$14 million and Eastern 
Ontario—$8 million). 


Security Registration 


Policy requires that security be obtained by the Corporations for guaran- 
tees provided to the lending institution. A debenture is usually obtained secured 
by a mortgage upon the borrower’s assets. Other lenders, guarantors, also have 
mortgages upon the borrower’s assets, in which case, subordinations, postpone- 
ments and security sharing agreements from other lenders are required to deter- 
mine the priority of each lender’s security. 


In our review of ten guaranteed loans which had been honoured by Ontario Develop- 
ment Corporation, we noted one instance where the debenture mortgage was obtained but not 
registered, thus invalidating the mortgage against other creditors. In another instance, 
although a lender had agreed in principle to a security sharing agreement, it had not been 
obtained. These measures are required in order to legally record and protect the Corpora- 


tion’s claim on the borrower’s assets. 


The Corporation’s failure to obtain the security sharing agreement mentioned above 
resulted in security of approximately $200,000 not being realized by the Corporation at the 
time of liquidation. 


Monitoring of Guarantees 


The number of loan guarantees approved by the Development Corpora- 
tions has steadily increased over the past few years. As at March 31, 1982 total 
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guaranteed loans approved by the Ontario Development Corporation amounted to 
$75 million. As well, payments on account of guaranteed loans increased signifi- 
cantly in the 1982 fiscal year to $4.9 million from $1.6 million in the prior year. 


The Corporation must rely on the lending institutions to provide informa- 
tion on the status of the borrower’s loan. We noted that there was an overall lack of 
cooperation from the lending institutions in reporting on a timely basis when financial difficul- 
ties are experienced by the borrower in repaying the loan. In fact, the Corporation is not 
usually forewarned until the institution formally calls the guarantee. 


From the institutions viewpoint there may not be the same incentive to 
follow-up on problem loans when these are guaranteed by the Province. From the 
Corporation’s viewpoint it is essential that they be advised of problems prior to the calling of 
the guarantee, as at this point in time it is usually too late for the Corporation’s consultants to 
intervene to determine what action, if any, can be taken to resolve the borrower’s difficul- 


ties. 


We were advised that measures have been instituted to ensure that more 
effective monitoring procedures are instituted with respect to guaranteed loans. 
These measures included a change in the guarantee agreement and improved coor- 
dination with the lending institutions to ensure the Corporation is promptly 
advised of loan payment delinquencies. 


Interest Rates 


The normal guarantee agreement of the Corporations with lending institu- 
tions states that, if called upon, the Corporations would honour the borrower’s 
loan at the lender’s prime lending rate of interest. In our review of loan guarantees we 
noted instances where lenders charged borrowers prime plus 1.5-3 per cent, in spite of the fact 
that there is no risk involved to the lenders. 


The Manual of the Office of the Treasury stipulates that where guarantees 
are involved, the interest rates applying to loans should usually be at the bank’s 
prime lending rate. In view of the increase in default on loans guaranteed and the fact that 
high interest rates may be a contributing factor, we felt that the Corporations should attempt 
to have the interest rates charged to borrowers by the lending institutions on guaranteed loans 
set at the prime lending rate. 


The foregoing comments were included in reports dated September 30, 
1982, the date of this Report. The Corporations have not had an opportunity to 


respond and we are, therefore, unable to present their views on the subject mat- 
ter. 


3.4 Various Audit Observations, The McMichael Canadian 
Collection 


| The objects of The McMichael Canadian Collection, established as a cor- 
poration without share capital, include the operation of the Collection as an 
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_ exhibit for the benefit of the public and the preservation of the corporate lands as a 
- permanent site for a public gallery and related facilities for the Collection. As at 
March 31, 1982, total assets of the Collection’s General, Special and Capital 
_ Construction Funds amounted to $1.5 million, with corresponding liabilities and 
_ fund equities. 


VALUATION OF DONATED WORKS OF ART 


During the year the Collection acquired works of art at a value of 
$293,000. Of this amount, tax receipts totalling $212,000 were provided to 
donors. 


The Collection, however, does not have a documented policy for assigning a mone- 
tary value to a donated work of art. In this regard, we noted that four independent 
appraisals were obtained for a donated work of art. Two of these appraisals, 
obtained in October 1981 on behalf of the donor, indicated values of $150,000 
and $160,000. A third appraisal, obtained in December 1981 at the request of the 
Board of Trustees, indicated a value of $60,000 U.S. A fourth appraisal, obtained 
in February 1982 at the request of the Director of the Collection, indicated a value 
of $45,000. Nevertheless, a tax receipt was issued to the donor for $160,000. 


In January 1982, the Board of Trustees approved certain general proce- 
dures to be followed when works of art are donated to the Collection. In addition, 
the Collection has recently prepared draft bylaws which require: 


—Board approval of all acquisitions; 


—The Director to recommend the works of art that are to be accepted into 
the Collection; 


—That all proposed donations must be accompanied by a signed gift 
agreement and at least two independent arms length valuations of the 
gift. A single valuation will be adequate only if it is prepared by the 
Professional Art Dealer’s Association of Canada. _ 


At the conclusion of our audit, these draft bylaws were awaiting review and 
approval by the Board of Trustees. 


With respect to the section of the bylaws dealing with two independent 
appraisals, we recommend that the Collection develop and document procedures 
to be followed when there are significant differences between the appraisals. 


LISTING OF WORKS OF ART 


The Collection recently implemented a new registration system for all of 
its works of art. Asa result of this project, the Collection learned that it had in its possession 
several works of art for which i) formal authorization for acquisition had not been received, 


and ii) were not covered under a loan agreement. 


We were advised that the Collection is taking steps to rectify this situa- 
tion. 
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POLICIES RE DISPOSALS AND LOANS OF WORKS OF ART 


There were no written policies for dealing with disposals of works of art and loans to 
previous owners of works of art. However, under its draft bylaws the Collection has 
indicated its intention to establish an Art Acquisition Committee. The responsibil- 
ities of this Committee will include advising the Board of Trustees about disposals 
and loans to donors of works of art. 


We recommended that the Collection establish and document criteria that 
can be used to evaluate whether a work of art should be disposed of or loaned to 


donors. 


GALLERY RENOVATIONS 


The Collection has undertaken a project of major renovations to its gallery at an 
originally estimated cost of $4,700,000. This project included the installation of a fire 
safety system, the remodeling of the gallery to make it fully accessible to disabled 
patrons and improvements to the restaurant and kitchen ventilation systems. 


Subsequent to the commencement of the project it became evident that the gallery 
would require additional renovations in order to improve heating, humidification and security 
systems and to comply with structural and safety standards of the relevant authorities. The 
cost of these further renovations has been estimated at $4,750,000. 


Temporary relocation costs for the Collection’s art, artifacts and offices 
during the period of renovations have been estimated at $600,000. 


Funds for the total estimated costs of the project have been committed by 
the Ministry of Citizenship and Culture as follows: 


Grants $ 9,200,000 
Loan 850,000 
$10,050,000 








As of March 31, 1982, $2,150,000 had been expended by the Collection 
on this project. 


Under standing Order No. 33(b) of the Legislative Assembly, the Annual 
Report of the Ministry of Culture and Recreation for the year ended March 31, 
1981 has been referred to the Standing Committee on Social Development so that 
the Committee may conduct an enquiry into the spending and proposed spending 


for renovations incurred by or on behalf of The McMichael Canadian Collec- 
tion. 


Although the preceding matters have been reviewed with officials of the 
Collection, no formal report had been issued as at September 30, 1982, the date of 
this Report. Therefore, we are not able to present 


. the Collection’s views on the 
subject matter. 
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3.5 Audit Observations, Office of the Ombudsman 


The financial statements of the Office of the Ombudsman for the year 
ended March 31, 1982 reflect total expenditure of $4.8 million. Expenditure of 
the Office is made out of moneys appropriated by the Legislature. 


PURCHASING POLICY AND PROCEDURES 


The administrative procedures manual of the Office of the Ombudsman does not 
provide for a policy regarding quotes or bids for procurement of goods and services. 


During our review we noted payments, in amounts of $4,600 and $5,220, 
to two different suppliers of services where competitive quotes or bids had not 
been documented. In a further case a supplier was awarded a printing contract of 
$6,200 based on immediate need, previous excellent results and quotation in line 
with other printing firms. Subsequently, additional quotations were obtained, two 
of them being lower than the selected supplier. 


We were advised that a policy and procedures would be developed in 
compliance with the Ontario Manual of Administration, Competitive Purchasing, 
and that specified dollar amounts would be set as guidelines for obtaining compet- 
itive quotes or bids. 


TRAVEL 


The Office’s travel expenses increased from $99.6 thousand in the 1981 fiscai year to 
$133.3 thousand for the 1982 fiscal year. This increase was mainly due to an increase in con- 


ference travel. 


The Ombudsman and his Executive Director travelled to British Colum- 
bia, Hawaii, Fiji, Australia, New Zealand and San Francisco from January 8 to 
February 8, 1982. Meetings were held with ombudsmen and government officials 
which included discussion of Freedom of Information legislation. 


While in Fiji, the Ombudsman and his Executive Director also attended a 
meeting of the International Ombudsman Consultative Committee from January 
17 to 19, 1982. The meeting was to determine which country would host the 
Third International Ombudsman Conference and to discuss the proposed agenda. 


The cost of the preceding travel was as follows: 


$ 
Airfare 10,000 
Accommodation 7,500 
Meals and other 6,300 
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The foregoing observations were reviewed in draft form with officials of 


the Office. However, since no formal report had been issued as at September 30, 


1982, the date of this Report, we are unable to present the Office’s views on the — 


subject matter. 


3.6 Observations re Significant Production Agreement Costs, The 
Ontario Educational Communications Authority 


The principal objects of the Authority, a corporation without share capi- 
tal, are to initiate, acquire, produce, distribute, exhibit or otherwise deal in pro- 
grams and materials in the educational broadcasting and communications fields, 
and to engage in research in relevant fields of activity. As at March 31, 1982, the 
Authority’s assets totalled $14.9 million, with corresponding liabilities of $9.1 
million and equity of $5.8 million. For the 1982 fiscal year, revenue, including 
grants of $22.9 million from the Province of Ontario, amounted to $29.5 million. 
Expenditure, including fixed assets purchased from revenue, totalled $29.3 mil- 
lion. 


AGREEMENT WITH PRODUCTION COMPANY 


In November 1980 the Authority entered into an agreement with a film 
production company. Under this agreement the company undertook to produce a 
film series dealing with the contemporary history of the Middle East. Production 
costs were estimated at $1,035,000 of which the Authority was required to con- 
tribute approximately $505,000. At that time, the Authority entered into another 
agreement with the same company to guarantee completion of the production 
should the company be unable to do so. In this event, the costs required to com- 
plete the series would be borne entirely by the Authority. The agreement required 
the production to be completed by June 30, 1982. 


On July 7, 1982 the company informed the Authority that a total of 
$1,065,000, including the Authority’s $505,000 contribution, had been made 


available for production costs and that, for various reasons they (production com- | 
pany) were unable to complete the production. At the same time they invoked the _ 
completion guarantee against the Authority. We understood that the Authority | 


was reviewing the status of the production and was evaluating the various 
methods of completing the production. 


| Our overview of the management of this production indicated the follow- 
ing: 


(a) A series of cost projections, estimating the cost overrun on comple- 
tion of the production were prepared in November 1981. These project- 
ions indicated a range of cost overrun from $162,000 to $528,000. 


(b) No provision in any of the agreements provided for the discontinuance of the | 
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production should excessive costs occur. Alternatively, no provision was made 
for the sharing of any significant cost overruns among the parties involved. 


(c) No documentation regarding the revenue potential of this production could be 
provided, despite the cost of the production being in excess of $1 million. 


(d) From our review of the minutes of the Board of Directors meetings, 
we noted that the Board was not informed of the problems associated with this 
production. 


CRIMINAL CHARGES 


An investigation by the Ontario Provincial Police into alleged fraudulent 
activity by a former employee of the Authority led to the issuing in February 1982 
of a warrant for his arrest on a charge of theft over $200. The charge relates to 
alleged fraudulent endorsement of talent payroll cheques. 


Although the preceding observations have been reviewed with officials of 
the Authority, no formal report had been issued as at September 30, 1982, the 
date of this Report. Therefore, we are not able to present the Authority’s views on 
the subject matter. 


3.7.  Non-Arms Length Transactions, Ontario Food Terminal 
Board 


The Board’s audited financial statements for the year ended March 31, 
1982 are reproduced in Volume 2 of the 1981-82 Public Accounts. Objects of the 
Board include the creation and operation of a wholesale fruit and produce market, 
as well as the acquisition and operation of facilities required by the Food Terminal 
for the transportation and handling of fruit and produce. 


In section 94 of our March 31, 1979 Report, we noted that certain trans- 
actions between management and the Ontario Food Terminal Board were non- 
arms length, involving the part-time employment of members of immediate fam- 
ily and the purchase of a vehicle from a Board employee. We recommended that 
“such transactions be strictly prohibited by the Board and the fact of such pro- 
hibited practices be communicated in writing to the appropriate levels of officers 
and employees of the Board.’’ 


On December 9, 1980, the Standing Public Accounts Committee reported 
that it supported the recommendations of the Provincial Auditor that non-arm’s 
length transactions be strictly prohibited by the Ontario Food Terminal Board. On 
January 20, 1981 the Deputy Minister of Agriculture and Food advised the Chair- 
man of the Committee that ‘‘I have written to the Chairman, Ontario Food Termi- 
nal Board, indicating that the Board put in place the recommendations of the Pro- 
vincial Auditor as supported by your Committee.’’ 


With respect to the purchase of the vehicle, the Chairman had informed 
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us that ‘‘In future, transactions such as this will be prohibited.” In addition, dur- 
ing our audit for the year ended March 31, 1981, we were advised by the Chair- 
man that ‘‘relatives of employees are presently not employed by the Board’. 


During our current audit we found that: 


(a) A firm of students was hired by the Board to do painting at the Terminal. Pay- 
ments during the current year totalled approximately $1,600. A relative of a_ 
senior employee was a member of the firm. We were informed by the 
Board that this student did not receive any of the money paid by the 
Board to the firm. 


An automobile was purchased from a relative of the same employee for $100. 
(b) A relative of another employee was hired in July 1982 for the summer. 


Although the amounts paid were not significant, we felt that transactions of this — 
nature should be prohibited. 


The preceding comments were included in a report sent to the Board on | 
September 30, 1982, the date of this Report. Since the Board has not had an) 
opportunity to respond, we are unable to present its views on the matter raised. 


3.8 Review of Computer Operations, Ontario Northland 
Transportation Commission 


The Ontario Northland Transportation Commission, together with its 
wholly-owned subsidiaries, Star Transfer Limited and The Owen Sound Trans- — 
portation Company, Limited, provide a variety of transportation and communica- 
tions services in northern Ontario. The Commission’s consolidated audited finan-— 
cial statements for the year ended December 31, 1981 are reproduced in Volume 2 
of the 1981-82 Public Accounts. 


During the year, a review of the Commission’s electronic data processing 
(EDP) activities and associated controls included an assessment of: 


—security, backup and disaster preparedness of the Corporate Division’s — 
computer facilities, and | 
—the internal controls incorporated into the electronic data processing of — 
the major financial applications. | 


With regard to the preceding objectives, we concluded that: 
e Physical security of the computer operations area was weak. 
e Provision for backup processing facilities was inadequate. 


e Internal controls were sound and could be relied upon to accurately process the + 
information provided. | 
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‘DETAILED FINDINGS AND RECOMMENDATIONS 


5 
‘Security 
: The physical security of the computer operations area was weak. Internal access 


was marginally satisfactory in that it was necessary to walk past the Supervisor’s 
office and through the input/output area before arriving at the computer room 
area, but there was no lock on the computer room door. On several occasions such as 
Junch times and shortly after the end of the day, the outer area was unmanned, the 
‘outer doors were unlocked and direct access to the computer area was easily attainable. 
Quite apart from damage by vandalism, it would be an easy matter to remove disk 


packs from the library vault which was left open in the computer room. 


External security was of much greater concern. The computer facility, housed in 
the basement with windows protected only by wire mesh, and adjacent to a main 
street and parking lot, was readily accessible from the outside. Vandals, disgruntled 
employees, etc., would have very little difficulty inflicting serious damage to the 
equipment. Any such damage coupled with the present lack of disaster prepared- 
ness (see next heading) could have serious repercussions on the business affairs of 
the Commission. 


| There was no automatic fire suppression equipment installed in the computer 
‘room, but a heat/smoke detector and hand held fire extinguishers were available 
and could be used during periods when the area was manned. 


| Emergency procedures had been developed and instructions were promin- 
ently posted in the operating area. 


We recommended that: 


—Internal computer room security be reevaluated and suitable precau- 
tions be instituted to prohibit unauthorized access to this area at all 
times. 


—The strengthening of external security be considered as a priority mat- 
ter and appropriate actions be taken to correct the present deficien- 
cies. 


The Commission replied as follows on July 8, 1982: 


| “Employees in Data Processing have again been reminded that 
no unauthorized persons are to be allowed into the area. 


‘As a Result of the audit we have reinforced the heavy wire grat- 
ing which is presently on the windows.’’ 


Backup and Disaster Preparedness 


Backup for existing applications was satisfactory and programs, files and 
‘documentation were stored off site. In the event of prolonged downtime of the 
‘computer equipment, all necessary materials were available to reconstruct and 
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commence processing elsewhere. The absence of a written Disaster Recovery 
Plan was the main drawback. 


A review of correspondence indicated that there had been numerous 
attempts made to resolve the problem of identifying compatible backup hardware 
but, to the date of our review, these have been unsuccessful. Since there is no 
known compatible hardware (IBM System 3, Model 10) in the immediate North 
Bay vicinity, the supplier in Toronto was specifically requested by letter on June 
1, 1981 to confirm that their hardware was compatible and could be used by the 
Commission for backup processing should the need arise. The supplier’s reply 
was rather vague and did not answer specific questions re costs, time availability, 
etc. 

Until such time as compatible hardware has been identified and mutually satisfac- 
tory terms and conditions have been agreed to, it is virtually impossible to prepare a Disaster 
Preparedness Plan. The location and availability of alternate equipment form the 
cornerstone of this plan and other factors such as transportation of input, critical 
applications, personnel, documentation, stationery, programs, etc., cannot be 
addressed or planned for. 


Compounding the problem at the Commission was the fact that the equip- 
ment and the application systems in use are rather “‘antiquated’’ in data process- 
ing terms, and thus it requires a great deal of preplanning to run these on the 
selected individual alternative equipment. 


We understood that management were actively pursuing the requirement 
to upgrade the hardware facilities for the Corporate data processing; however, our 
recommendations would still be valid but would have to await the selection and 
installation of the new equipment. 


We recommended that: 


—Efforts continue to locate alternative compatible data processing hard- 
ware. 


—Once this has been identified and mutually agreeable terms have been 
worked out, a Disaster Preparedness Plan be written, approved and dis- 
tributed to all affected areas. 


The Commission replied as follows: 
‘Both these matters are part of our evaluation plan in selection 


of new hardware and a ‘Disaster Preparedness Plan’ will be 


written in conjunction with the configuration of hardware 
obtained.’’ 


3.9 Lack of Due Regard for Economy, Ontario Place Corporation 


The Corporation’s audited financial statements for the year ended March. 
31, 1982 are contained in Volume 2 of the 1981-82 Public Accounts. The Cor- 
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poration’s objects include the operation of Ontario Place as a provincial exhibit 
and recreational centre, and the development of projects and programs designed 
to provide the people of Ontario with a greater appreciation of the Province. 


In June 1982, “‘Future Pod’’, a high technology permanent exhibit 
opened at Ontario Place. The purpose of this exhibit is to provide an entertaining 
and educational showcase demonstrating the role played by the provincial govern- 
ment and Ontario industry in developing and utilizing high technology to improve 
the life and leisure of the people of this Province. 


On January 27, 1982 Cabinet approved the concept of this display, focus- 
ing on high technology. On March 17, 1982, the Province’s Board of Industrial 
Leadership and Development (BILD) agreed to contribute $1,000,000 for 
“interior design and construction, promotion, and 1982 operating costs’’ of this 
display. Our review of expenditures for this exhibit found that there was a lack of 
due regard for economy in the following instances: 


(a) On February 12, 1982, the Ministry of Industry and Tourism confirmed by let- 
ter its intention to award a contract for project design and construction work at 
an estimated cost of $400,000 to a sister company of the Ministry’s communica- 
tions and promotions advertising agency of record. Competitive proposals were 
not sought from other possible suppliers. On March 18, 1982, the Corpora- 
tion signed a formal agreement with this company. 


(b) A firm was hired to construct a wheelchair ramp leading to the exhibit 
at a total estimated cost of $35,000. Again no competitive bids were sought 
from other possible suppliers. 


We noted that for both contracts, the Acting Deputy Minister’s approval 
was obtained on March 4th and 19th respectively to waive competitive selection 
procedures pursuant to the provisions of section 50-4-8.2 of the Ontario Manual 
of Administration. This section, which relates to the acquisition of technical con- 
sulting services states that prior written approval of the Deputy Minister is 
required when non-competitive procedures are used in lieu of competitive proce- 
dures for reasons of urgency. 


In our opinion, these contracts did not fall under the definition of technical consult- 
ing services, as approximately $355,000 of the estimated cost of $435,000 related 
to the actual construction of the exhibit. Accordingly, they should have been treated 
as a purchase of goods and services pursuant to section 35-4 of the Ontario Manual of 
Administration which requires a minimum of three competitive proposals. 


The Chairman of the Corporation wrote to us on September 29, 1982 and 
advised that: 


“Ontario Place Corporation did exercise, in our view, due 
regard for economy in the construction of the new exhibit, Future 
Pod: 
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“While Cabinet approval of a high technology display at Ontario 
Place was approved in January 1982, BILD funding was not 
made available until March 17, 1982. This meant that there was 
less than two months to complete the major construction work 
required for the new display before the opening of Ontario Place 
on May 13, 1982. (While Future Pod did not open officially until 
June 23, 1982, it was imperative that all major construction be 
completed by May 13th to avoid any inconvenience or unsightli- 
ness for park visitors.) 


“Recognizing potential time problems associated with the 
delayed funding approvals and after careful consideration of all 
the factors involved, the award of the contract for design and 
construction was based on: 


—the proven experience of the recommended firm which had 
been responsible for the design and construction of the BILD 
Futuredome display at the Canadian National Exhibition in 
1981. 


—the increasingly critical deadline requirements. 


“With the approval of the Acting Deputy Minister, to single 
source based on the above factors, the Corporation was able to 
enter into an agreement with the chosen company immediately 
following BILD approval, avoiding any additional loss of time. 


“The urgent deadline was also a factor in awarding the wheel- 
chair ramp contract. The fact that the supply, fabrication and 
erection of the wheelchair ramp could only be completed in this 
short time-frame by the company which had originally con- 
structed the bridge adjoining the required ramp, was verified by 
the Corporation’ s consulting engineer. 


‘Noting that the professional services of architectural and inte- 
rior planning and design represent the most important elements 
of this display, the Corporation supports the decision of the Act- 
ing Deputy Minister to the effect that these two contracts fell 
within the framework of Section 50-4, as technical consulting 


services, rather than Section 35-1, as purchase of miscellaneous 
goods and services. 


In accordance with this reasonable interpretation of the provi- 
sions of the Ontario Manual of Administration, in our view the 


Corporation acted responsibly in the awarding of these two con- 
PCT Sie 
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3. 10 Control Weaknesses and Irregularities, Ontario Waste 
Management Corporation 





‘ 


| This Corporation was established on July 3, 1981 under the Ontario 
Waste Management Corporation Act, 1981, to research, develop, establish, 
| Operate and maintain facilities for the transmission, reception, collection, exam- 
‘ination, storage, treatment and disposal of wastes, including sewage. The com- 
bined audited financial statements as at March 31, 1982 of the Corporation and its 
“now inactive predecessor, the Ontario Waste Management Corp., reflected total 
assets of $623,600 with offsetting liabilities of $412,000 and a surplus of 
$211,600. Revenue for the year (including a $2,032,300 grant from the Province) 
was $2,039,100, and expenditure totalled $1,827,500. 


_EMPLOYEE BENEFITS AND REMUNERATION 


Loan to Employee 


An interest free loan of $50,000 was granted to a newly hired employee in October 

1981 repayable in yearly instalments of $5,000 over the next ten years. We under- 

_ Stood that the loan was designed to assist the employee in relocating from Sarnia 

to Toronto. As such benefits are not provided for the recruitment or relocation of govern- 

ment employees, we recommended at the time of our interim audit that the Board of 
Directors specifically approve the transaction. 


The Corporation indicated that a resolution dealing with this and other 
arrangements relative to the hiring would be approved by the Board of Directors. 
We noted that this was done at the March 31, 1982 Board of Directors meeting. 


Remuneration of Chairman 


Concurrently with his role as Chairman of the Board of Directors, the 
Chairman participated in a study for the Centre for Toxicology conducted jointly 
by the Universities of Guelph and Toronto. A percentage of his salary for this work is 
reimbursed by the Corporation according to invoices submitted by the Centre of Toxicology. 
Tn addition, under Order in Council 1144/81, the Chairman receives a per diem 
allowance of $225 for attendance at Board of Director meetings and one-eighth of 
this per diem for each hour that he is otherwise engaged upon business of the Cor- 
poration. 


At our interim audit we noted that based upon payments made, the cost of the 
‘Chairman’s services would amount to approximately $100,000 on an annual basis. At the 
year end we found that total per diem payments to the Chairman and salary reim- 
bursements to the Centre for Toxicology on behalf of the Chairman totalled 
$99,533, and consisted of: 


Per diem fees April 1981—March 1982 | $46,350 


Salary reimbursement to Centre for 
Toxicology, April 1981—March 1982 $53,183 
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We suggested that the Corporation review the salary reimbursement and 
per diem payments to ensure that the arrangements originally made were still 
appropriate in the circumstances. 


The Corporation indicated that the Board of Directors would be asked to 
approve a resolution confirming the remuneration. We noted that the Board of 


Directors approved the appointment of the Chairman as President and his remu- 


neration in this capacity at their meeting of February 24, 1982. However, this res- 
olution was deleted at the Board meeting of March 31, 1982. 


PAYMENTS TO ENGINEERING CONSULTANTS 


Payments to engineering consultants, totalled $847,000 for the year. Our 
review indicated certain deficiencies in the control over such payments: 


(a) Contracts 


We noted that in many cases there were no contracts or agreements covering the 
services provided for specific studies and projects undertaken by engineering 
consultants. While a schedule of hourly billing rates has been provided 
by consultants, the absence of signed agreements tended to weaken 
the Corporation’s control over final costs. We recommended that con- 
tracts be drawn up covering each consulting assignment which would 
clearly indicate the specific consulting services to be performed, anti- 
cipated time frame, personnel assigned and estimated costs. 


Consultants’ Invoices 


(b 


— 


Deficiencies were noted in consultants’ invoices as follows: 


——Many invoices did not provide any breakdown of costs between projects, and 
consequently control over individual project costs was impossi- 
ble. 


—The Corporation utilized two engineering consulting firms, one of 
which charged expenses at cost and provided support documenta- 
tion, while the other charged expenses at cost plus 10 per cent but provided 
no support documentation. 


We recommended that: 


(a) Consultants provide individual project costs on their invoices. 


(b 


— 


Support documentation be provided where feasible for out of pocket 
expenses, and renegotiation be considered for the 10 per cent sur- 
charge on expenses invoiced by one consultant. 


APPOINTMENT OF AUDITORS 


At a meeting of the Board of Directors on January 27, 1982 the Board | 


approved the appointment of a public accounting firm as the Corporation’s auditors. We 


| 
| 
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reminded the Corporation that the Ontario Waste Management Corporation Act, 1981, 
section 19, states that the accounts and financial transactions of the Corporation shall be 
audited by the Provincial Auditor. 


In essence, though, the firm was engaged to express an opinion, along 
with the Provincial Auditor, on the combined financial statements of both Ontario 
Waste Management Corporations, not those of the Corporation. We recom- 
mended that the Board of Directors revise the particular minute to engage the pub- 
lic accounting firm as co-auditor of the combined financial statements, not those 
of the Corporation. 


However, we questioned from an economy standpoint, the necessity of engaging a 
second auditor to express an opinion on the combined financial statements. We previously 
communicated our concern in this area to the Minister of the Environment in a let- 


ter dated May 20, 1982. 


On August 24, 1982 the Chairman responded to our observations and rec- 
ommendations as follows: 


Loan to Employee 


““As indicated in the audit report, the Board of Directors 
approved a resolution authorizing this loan at a meeting on 
March 31, 1982. As you know, this loan was deemed necessary 
to attract a prospective employee from a region of relatively low 
housing costs to one of very high costs.”’ 


Remuneration of Chairman 


“At a number of meetings of the Board of Directors, most 
recently on August 17, 1982, resolutions were approved unani- 
mously confirming and continuing the remuneration arrange- 
ments for the President from the date of his election in 1981 
through the current fiscal year. 


“The President's level of remuneration was confirmed in Febru- 
ary, 1982. The method of reimbursement to the University of 
Toronto has changed from time to time, and was most recently 
approved on August 17.’’ 


Payments to Engineering Consultants 


(a) ‘‘Contracts: As recommended, purchase orders are now 
issued to cover major work by engineering consultants, out- 
lining the scope of the work to be performed, and including 
either the rates per hour and estimate times, or estimate total 
costs for such projects. 


(b) ‘“‘Consultants’ Invoices: As recommended, consultants have 
been instructed to provide OWMC with a breakdown of 
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monthly invoices into the individual project components. In 
addition, both major engineering consultants have been 
required to provide a breakdown of their billings to date by 
individual projects. One consultant already has provided this 
information as requested, and the other is in the process of 
doing so. 


“It is agreed that improved support documentation must be 
provided by one engineering consultant: this firm has been 
made aware of this requirement, and will be monitored to 
ensure its compliance. The issue of renegotiating the 10% 
surcharge on expenses for this firm is presently under 
review. 


Appointment of Auditor 


“We welcome your advice concerning the engagement of the firm 

. . as co-auditor of the combined financial statements of the 
Corporation. It is intended that this firm should act as an audit- 
ing consultant and that its primary focus will be on management 
practices and procedures, and the implementation of commer- 
cially sound general and cost accounting procedures.”’ 


3.11 Serious Deficiencies in Accounting and Internal Controls, 
Toronto Area Transit Operating Authority 


The audited financial statements of the Authority for the year ended 
March 31, 1982 are reproduced in Volume 2 of the 1981-82 Public Accounts. The 
objects of the Authority, a corporation without share capital, include the design 
and operation of inter-regional transit systems for people whose travel takes them 
through more than one regional municipality. 


The Authority’s audit is performed under our direction by a public 
accounting firm. At the conclusion of the audit, a number of detailed observations 
and recommendations, including responses by management, were transmitted to 


the Authority. In addition, an overview was provided to outline the seriousness of 
the overall situation. 


At the conclusion of the previous year’s audit, it was agreed that the 
Authority needed to develop certain long-term plans, particularly in the areas of 
computerization and financial and management reporting. It was apparent this year 
that these areas had not been formally addressed. In addition, several of the detailed recom- 
mendations, to which the Authority agreed, had not been totally implemented. 


As a result of the foregoing and the apparent shortage of competent accounting staff 
within the organization, internal control has deteriorated. Also, the quality and accuracy of 
the general accounting records and the quality and timeliness of management’s reports did not 
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‘meet the standards expected in an organization of the size and complexity of the Authority. 
The areas of revenue collection, recording, and cash management required spe- 


= : 
cific attention. 





The Authority was still experiencing large volume growth and indications 
were this would continue. Under these operating conditions, the need for tightly 
controlled accounting and reporting systems cannot be over-emphasized. In the 

past, the Authority has been able to rely on the knowledge of its staff and on a 
series of informal controls to ensure that all transactions are properly recorded. 
This, however, is no longer possible. If strong control systems are not introduced imme- 
diately, accounting problems such as those experienced this year can be expected to recur. 


One of the factors contributing to the preceding situation was the staffing and super- 
vision within the Finance and Administration Division. This manifested itself in the 
Authority’s failure to properly close its books of account for the year ended March 
31, 1982. The procedures to close the books of account were neither properly planned nor 
effectively communicated to the appropriate staff members. This resulted in the audit 
staff having to make significant adjusting entries to the Authority’s accounts. 


The auditors understood that a major review of the organization and staff- 
ing within the Finance and Administration Division was being carried out. They 
felt that this review was an appropriate first step in structuring the Division to meet the con- 
trol and information needs of the Authority. Additionally, management responses to the 
detailed observations and recommendations indicated that some of the problems are now 
being addressed. These actions could alleviate some of the situations noted in the 
preceding paragraphs. 


3.12 Improvements in Delivery of Field Audit Services 
Recommended, Workmen’s Compensation Board 


The audited financial statements of the Workmen's Compensation Board 
for the year ended December 31, 1981 are contained in Volume 2 of the 1981-82 
Public Accounts. 


The audit of the Board is performed under our direction by a public 
accounting firm. A portion of their current audit pertained to an assessment of the 
Field Audit Section of the Revenue Area Services Branch as to whether there 
were key management processes in place to ensure economic, efficient and effec- 
tive operation of the Section, given the resources at its disposal. 


Overview 


The primary role of the Field Audit Section is to administer the Work- 
men’s Compensation Act by conducting audits on the payroll records of employ- 
ers operating in Ontario, and confirming their industry classification. The objec- 
tives of field audit activities are to ascertain and report payroll information of new 
employers, to identify employer firms which are not reporting to the Board, and 
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to check the accuracy of the information contained in the Employers’ Statement of 
Payroll and the rate classification. 


Excluding the area office staff, the Field Audit Section has a complement 
of 56 persons for 1982, with budgeted expenses of approximately $1.67 million, 
of which 85 per cent represents salaries and benefits. The Section’s 1982 opera- 
tional objectives call for the completion of 15,000 field audits. 


Planning 


The overall planning approach in the Field Audit Section was not based on a well- 
demonstrated need to perform employer audits. For example, management did not main- 
tain or evaluate sufficient information on past audit results, such as the degree of 
employer compliance with the assessable earnings reporting requirements of the 
Workmen’s Compensation Act. 


It was recommended that the number, type and priority of employer 
audits to be performed be based on the incidence of errors, and should be devel- 
oped through the use of appropriate statistical sampling techniques and by adher- 
ence to compensating checks which could be made elsewhere in the Board. Fur- 
ther, to provide a solid base of information for future planning decisions, the Field 
Audit Section should develop a system for the regular documentation, analysis 
and reporting of employer audit errors. 


Field Work Standards 


Based on a review of the completeness of field audit reports, it was con- 
cluded that the field auditors were performing their role and responsibilities adequately. 
However, it was noted that formal time standards for measuring performance on the conduct 
of individual audits had not been developed. Since such standards would be beneficial 
in determining how productive auditors are, it was recommended that the Field 
Audit Section develop time estimates for the performance of field audits tailored 


to its needs, regularly report and monitor the results, and use these results to 
achieve improvements. 


Measurement Procedures 


Objectives and their accomplishment where appropriate should be regu- 
larly measured in a cost-effective manner and reported to management. However, 
with the field audit activity, the only measurement regularly used was the number of field: 
audits completed, and the number of audits started but not yet completed. The results of most 
of the Section’s other endeavours such as staff development, reviewing operating pro- 
cedures and maintaining Branch policy were not specifically measured and reported to’ 


management, primarily because the objectives themselves were not clearly stated in measure- 
able terms. | 


It was therefore recommended that the Field Audit Section develop for- 


mal procedures for measuring and reporting the progress in achieving all of its 
objectives. | 
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The foregoing comments were transmitted to the Board on September 24, 
1982. Since the Board has not had sufficient time to respond prior to September 
"30, 1982, the date of this Report, we are unable to present its views on the matters 
raised. 


3.13. Newly Established Crown Agencies 


Five Crown Agencies were established during the 1982 fiscal year. Of 
‘these, the IDEA Corporation, the Ontario Waste Management Corporation, the 
Police Complaints Board and the Public Complaints Commissioner are agencies 
of the Crown which are audited by our Office, whereas The George R. Gardiner 
Museum of Ceramic Art is a Crown controlled corporation which will be audited 
by a public accounting firm. 


IDEA Corporation 


This Corporation was established effective October 30, 1981 pursuant to 
the IDEA Corporation Act, 1981. Its objects are to promote technological innova- 
tion in Ontario, to bring together the research capacities of the public sector with 
the commercial and industrial sector, and to enhance the growth and employment 
prospects of the Ontario economy. 


Ontario Waste Management Corporation 


This Corporation was established on July 3, 1981 under the Ontario 
Waste Management Corporation Act, 1981. The objects of the Corporation are to 
research, develop, establish, operate and maintain facilities for the transmission, 
reception, collection, examination, storage, treatment and disposal of wastes, 
including sewage. 


Reference was made in section 3.2 of our 1981 Report to a predecessor 
company, the Ontario Waste Management Corp., which was established on Jan- 
uary 2, 1981 under the Business Corporations Act. This company has been inac- 
tive since July 3, 1981, at which time all activities and projects of the company 
were assumed by the Ontario Waste Management Corporation. 


Police Complaints Board 


This Board was established on December 21, 1981 under the Metropoli- 
tan Police Force Complaints Project Act, 1981. The Board’s primary duty is to 
conduct hearings dealing with complaints made by members of the public respect- 
ing the conduct of police officers on the Police Force of Metropolitan Toronto. 


Public Complaints Commissioner 


The Commissioner, who is the chairman of the Police Complaints Board, 
was also established pursuant to the Metropolitan Police Force Complaints Project 
Act, 1981. 





104 AUDITOR’S REPORT FOR 1981-82 


The George R. Gardiner Museum of Ceramic Art 


The Museum was established as a corporation without share capital on 
December 17, 1981 pursuant to the George R. Gardiner Museum of Ceramic Art 
Act, 1981. The primary objects of the Museum are, for charitable purposes, to 
collect, conserve, lend and exhibit to the public works of ceramic, decorative and 
fine art and materials associated with civilizations producing such art. 


3.14 Inactive Crown Agencies 


In addition to the Ontario Waste Management Corp. (preceding sec- 
tion), three other Crown Agencies were inactive as at March 31, 1982. Two of 
these agencies, the North Pickering Development Corporation and the Ontario 
Deposit Insurance Corporation, were commented upon in section 3.3 of our 
1981 Report. The following comments are pertinent to the inactive agencies: 


North Pickering Development Corporation 


The Deputy Minister of Municipal Affairs and Housing wrote on July 
12, 1982 to advise: 


‘.. on April 29, 1982 The Honourable Claude F. Bennett, 
Minister of Municipal Affairs and Housing, introduced in the 
Legislature Bill 94, The North Pickering Development Corpora- 
tion Repeal Act. 


‘‘As soon as this Bill receives Royal Assent, I will let you 
know.” 


Ontario Deposit Insurance Corporation 


On June 25, 1982, the Deputy Minister of Consumer and Commercial 
Relations advised: 


‘‘We are in the process of preparing amendments to the Loan 
and Trust Act. Repeal of the Ontario Deposit Insurance Cor- 
poration Act will be a part of those amendments. While we have 
no firm time frame for the introduction of the amendments, we 
hope to proceed with them fairly quickly.’ 


The Ontario Transportation Development Corporation 


This Crown controlled corporation, which was established in 1973 pur-' 
suant to the Ontario Transportation Development Corporation Act, has been’ 
inactive since 1978. The objects of this Corporation are similar, although not: 


identical, to those of an affiliated company, the Urban Transportation Develop-) 
ment Corporation Ltd. 


As to the current status of this inactive company, we were advised by 


the Deputy Minister of Transportation and Communications on June 30, 1982. 
that: 


| 
| 


} 
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“The only reason that it has been preserved is the authority in 
section 17 of the O.T.D.C. Act which authorizes the Treasurer 
of Ontario, with the approval of the Lieutenant Governor in 
Council and upon such terms and conditions as the Lieutenant 
Governor in Council may prescribe, may make loans to the cor- 


poration and may acquire and hold debt obligations of the cor- 
poration as evidence thereof. 





“U.T.D.C., not being a special act company, does not enjoy 
this potential source of funds. Earlier in the history of U.T.D.C. 
the Treasurer did lend monies to O.T.D.C. which in turn loaned 
| monies to U.T.D.C. Such a need may not recur but we have 


| thought it wise to preserve this vehicle for funding as a safe- 
| guard should any need arise.”’ 
| 





1 





3.15 Subsidiaries of Crown Agencies 

| As covered in section 3.4 of our 1981 Report, we sought a legal opinion 
Hfrom the Deputy Attorney General as to whether wholly-owned subsidiaries of 
Crown Agencies fell under the definition of Crown controlled corporations per 
section 1(e) of the Audit Act (see Exhibit 1). On July 21, 1981, we were 
advised as follows by the Deputy Attorney General: 


‘«  _. It is our view that there is some difficulty in characteriz- 
ing the subsidiaries . . . you refer to as Crown controlled cor- 
porations. It is our view that ownership of the shares of the sub- 
sidiaries would be held to be vested in the parent corporations 
| and not in Her Majesty in right of Ontario. This interpretation is 
not free from doubt. I would recommend that the matter be clar- 


| ified by an amendment to the legislation.’’ 





| As a result of the foregoing opinion, the following subsidiaries are not 
considered to be Crown controlled corporations and have not been included in 
Exhibit 7 of this Report: 

Subsidiaries of Northern Ontario Development Corporation 


—Minaki Lodge Resort Ltd. 
—DMinaki Development Company Limited 
—Thunder Bay Ski Jumps Limited 


Subsidiaries of Ontario Energy Corporation 


—Ontario Energy in Transportation Ltd. 
—Ontario Energy Resources Ltd. 
—Ontario Alternate Energy Ltd. 
—Ontario Powershare Ltd. 





Subsidiaries of Urban Transportation Development Corporation Ltd. 
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—Toronto Transit Consultants Ltd. 
—UTDC Research and Development Ltd. 
—UTDC Services Inc. 

—UTDC (USA) Inc. | 


In our 1981 Report, we suggested that, if it were the desire of the Legis-; 
lature that such subsidiaries be treated as Crown controlled corporations, an 
amendment to the Audit Act be recommended by the Standing Public Accounts: 
Committee. It is expected that this subject will be covered during a fall meeting 
of the Committee dealing with the accountability of Crown corporations. 

| 


—Metro Canada Limited 
| 
{ 




















| 


! 
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‘41 Preparation of the Public Accounts 


The Public Accounts, which are published in three volumes, are pre- 


‘pared by the Ministry of Treasury and Economics under the direction of the 
Treasurer of Ontario as stipulated in section 13 of the Ministry of Treasury and 
| . . ° 

Economics Act. This section reads as follows: 


‘‘The Public Accounts for each fiscal year shall be prepared 
under the direction of the Treasurer and shall be delivered to the 
Lieutenant Governor in Council and laid before the Assembly 
not later than the tenth day of the first session held in the fol- 
lowing calendar year.”’ 


The audit of the Public Accounts consists of an examination of the 


financial statements of the Province appearing in Volume 1, on which the Pro- 
_vincial Auditor expresses an opinion, together with a review of the other state- 
ments and schedules contained in Volume |. 


| 


Volume 2 contains reproductions of audited financial statements of 


agencies of the Crown and Crown controlled corporations: 


(a) in which the Province has an investment, or 
(b) which have borrowed from the Province, or 


(c) which have borrowed from others with a guarantee by the Province. 


| Also included in Volume 2 are the audited financial statements of certain signifi- 
cant operational agencies which are funded in whole or in part by revenues gen- 
erated from their operations. 


Volume 3 contains details of expenditures for each ministry, such as 
salaries and wages, employee benefits, travelling expenses and other payments. 
This expenditure is shown under two main categories, Voted Appropriations and 


Statutory Appropriations. Such details are not reviewed by this Office prior to 


publication, but are subject to examination during our subsequent audits of the 


_ various ministries. 


| 4.2 Financial Statements of the Province 


The audited financial statements of the Province for the year ended 
March 31, 1982, upon which the Provincial Auditor has expressed an unquali- 
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fied opinion, are reproduced as Exhibit 2 of this Report. The financial State 
ments and notes disclose in summary form the financial activities of the Prov- | 
ince for the fiscal year, and report on the significant aspects of financial position | 


at the close of the fiscal year. 







The transactions of the Province are presented through the Statement of | 
Consolidated Revenue Fund in summary form according to the four distinct 
areas of government activity: q 


—‘‘Budgetary Transactions’’ are the operational activities involving the | 
raising of revenue from various sources on the one hand, and the 
expenditure for various government programs on the other. 


—‘‘Non-Budgetary Transactions’’ are the lending, investment and trust. 
administration activities. 


—‘‘Ontario Hydro Transactions’’ relate to amounts borrowed by the; 


Province on behalf of Ontario Hydro. : 

Regarding Ontario Hydro Transactions, the Province issues debentures 
and advances the proceeds to Ontario Hydro in exchange for bonds with the: 
same terms and conditions. In any year, the overall end result of these reciprocal 
transactions is that payments are equal to recoveries. Since these transactions 


: 
(including the ensuing retirement and debt servicing costs) are the result of a 
financing alternative and are not part of the Province’s own budget plan, they; 


—<‘‘Debt Transactions’’ are the borrowing and repayment transactions. 


are classified separately. 


The Statement of Assets and Liabilities reflects the financial claims 
which have been created by cash transactions. The assets are claims by the Con-) 
solidated Revenue Fun” on other parties. The liabilities are claims by others on. 
the Consolidated Revenue Fund. As expenditures on fixed assets do not repre-_ 
sent financial claims on other parties, they are treated as non-recoverable expen- } 
ditures in the year of acquisition. 
: 
| 
| 


4.3 Summary of Significant Accounting Policies 










On the basis of evidence examined, the Provincial Auditor arrives at an 


and as to the degree of their compliance with established accounting principles. 
In most activities other than those of governments, these are known as “gener 
ally accepted accounting principles’’. Because generally accepted accounting) 
principles have not yet been established for governments, it is usual to report on’ 
the degree of compliance with stated accounting policies. ) 


Accordingly, an integral part of the Province’s financial statements is, 
the Summary of Significant Accounting Policies. This Summary appears on’ 
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page 1-2 of Volume 1 of the 1981-82 Public Accounts, which forms part of 
‘xhibit 2 of this Report. 


Such Summary is included as an integral part of the financial statements 
n order to provide the reader with a clear understanding of the principles and 
methods used to present the financial information contained in the statements. 
Due to the nature of government accounting, especially when compared to prac- 
‘ices followed in the private sector, the accounting policies stated in the Sum- 
mary have particular importance to a reader who desires to have an adequate 
me ending of the Public Accounts. 





4.4 Advances and Loans Repayable from Annual Expenditure 
Appropriations 


Page 2-28 of Volume 1 of the 1981-82 Public Accounts summarizes the 
balances of advances or investments by the Province in corporations, boards and 
commissions other than Ontario Hydro. Additionally, page 2-31 summarizes the 
balances of other loans and investments by the Province, including loans to public 
hospitals. 


The balances recorded in the Public Accounts do not necessarily represent 


the amounts the Province expects to truly realize. As stated in the Summary of 
Significant Accounting Policies, the funds required to repay certain of the 
‘advances and loans are being provided out of future years’ Provincial expenditure 
appropriations. Examples of loans and advances in this category are as follows: 


—Virtually all of the advances of $1,113,447,025 to The Ontario Univer- 
sities Capital Aid Corporation are repayable out of future years’ Pro- 
vincial expenditure appropriations. Under a program discontinued in 
1978, the Corporation used funds advanced by the Province to pur- 
chase debentures issued by colleges, universities and related institu- 
tions for capital construction purposes. The debenture debt of the issu- 
ing institutions is repaid, with interest, over the term thereof by 
utilizing moneys appropriated annually by the Legislature. The Cor- 
poration, in turn, utilizes the proceeds to repay, with interest, its 
advances from the Province. 


—The situation with respect to the repayment of advances of 

$1,113,379,300 made by the Province to The Ontario Education Capi- 
tal Aid Corporation is analogous to that outlined in the preceding 
example. Under a program discontinued in 1980, an average of 75% of 
the advances by the Province to this Corporation are repayable out of 
future years’ expenditure appropriations. 


_——- __Loans of $180,685,432 to public hospitals as at March 31, 1982 are 
partially repayable out of future years’ Provincial expenditure appro- 
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priations. Under a program discontinued in 1978 (and replaced by capi- 
tal grants), public hospitals used loans advanced by the Province for, 
capital construction purposes. Using, in part, moneys appropriated 
annually by the Legislature, the hospitals repay their loans, with inter-) 
est, over the term thereof. For the 1982 fiscal year, $15,835,808 was, 
so subsidized by way of grants from the Province to the hospitals. | 


—__Advances to the three Development Corporations (Ontario, Northern 
and Eastern) include amounts regarding term loans made by the Cor- 
porations. Whereas performance loans are subject to forgiveness, term: 
loans are repayable and interest-bearing. Each year, the Corporations, 
write off certain term loans that are deemed to be uncollectible. When’ 
such loans are written off, moneys appropriated by the Legislature for 
that purpose are used by the Corporations to repay their corresponding) 
advances from the Province. For the year ended March 31, 1982, 
$6,000,559 was so utilized. 

f 

—Advances to Ontario Development Corporation and Northern Ontario. 
Development Corporation as at March 31, 1982 also included amounts, 
with respect to forgivable performance loans made by these Corpora-. 
tions in the outstanding amounts of $1,277,648 and $236,407 respec-, 
tively. The major portion of these advances is repayable out of future 
years’ Provincial expenditure appropriations. When borrowers’ loan 
principal is forgiven by these Corporations, moneys appropriated by 
the Legislature for the purpose of loan forgiveness are utilized by the 
Corporations to repay their corresponding advances from the Prov- 
ince. 
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4.5 Loans Receivable Not Included in Statement of Assets and | 
Liabilities 


As covered in the Summary of Significant Accounting Policies, the asset! 
recorded in the financial statements are those resulting from financial claims or 
other parties which have been created by cash transactions. Accordingly, loans) 
advances and investments made by the Province are normally included as asset. 
on the Statement of Assets and Liabilities. Accounts receivable, on the othe. 
hand, are not so included, since they are not the result of cash transactions. Fo. 
the most part, they represent amounts owing to the Province under various reve 
nue producing activities. | 


Certain loans, however, do not appear on the Statement of Assets ani 
Liabilities. The Ministry of Treasury and Economics has determined that, wher 
loans generally have one or more of the following characteristics, they are to | 
classified as expenditure: | 





- either no specific security or security of limited value; 


PUBLIC ACCOUNTS OF THE PROVINCE 111 





eno specific repayment terms; 


« where repayment is conditional only on future uncertain events. 





These loans are considered to be in the nature of ‘‘recoverable grants’’ , 

and, as stated, are treated as expenditure when made. When repayments are 
jreceived, they are treated as revenue. Although such loans do not appear on the 
Province’s Statement of Assets and Liabilities, they are included in the Statement 
‘of Accounts Receivable on page 3-21 of Volume 1 of the 1981-82 Public 
‘Accounts. In total, they are not material in relation to the Province’s recorded 


assets of $13.1 billion as at March 31, 1982. 


The major examples of loans included in this category, totalling approxi- 
mately $67 million, relate to programs administered by the Ministry of Municipal 
‘Affairs and Housing, and are summarized as follows: 


| 


———— 





«Ontario Rental Construction Loan Program—tThese loans are for the 
purpose of encouraging the construction of rental housing units in 
| selected Ontario communities where vacancy rates are low. They are 
interest free, for twenty-five year terms, and secured by second mort- 
gages. Repayments commence in the sixteenth year. The balance of 
such loans outstanding at March 31, 1982 was $21.0 million. 


| 

- Downtown Revitalization Program—Loans under this program are pro- 

| vided to assist municipalities with populations under 125,000 in the 

revitalization of their core areas. Repayments of these loans are to be 

110% of the amounts advanced. However, repayments are contingent 

| upon additional municipal revenue being raised as a result of the revitali- 
zation projects, in the form of taxes and/or rents. Loans outstanding 
under this program amounted to $40.3 million at March 31, 1982. 


- Mainstreet Revitalization Program—tThe object of this program is to 
encourage and support downtown improvement projects by small 
municipalities. Repayments are over a ten year term and are to be 110% 

| of the amounts advanced. The balance of loans to municipalities under 
this program was $5.3 million as at March 31, 1982. 


| 
t 
4.6 Advances to Ontario Energy Corporation 
| 


The Province’s investment in Ontario Energy Corporation (OEC) as at 
March 31, 1982 was $340,600,000 (1981—$15,675,000). This amount consists 
of the following components: 


—Equity investment $15,000,000. At present, the Province is the sole 
shareholder. 


—A $600,000 loan bearing interest at the rate of 13.25% per annum and 
repayable in sixteen semi-annual instalments. 


—A $325,000,000 non-interest bearing demand note. 


{ 
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As mentioned in section 4.9 of this Report, the $325,000,000 loan was. 
used to partially finance the purchase of one-half of approximately 25 per cent of) 
the common shares of Suncor Inc. by Ontario Energy Resources Limited) 
(OERL), a wholly owned subsidiary of OEC. The balance of this purchase is fin-) 
anced by promissory notes of $325 ,000,000 from OERL to Sun Company, Inc. 
The notes bear interest at the rate of 14.357% per annum, are repayable in 20. 
semi-annual instalments and are guaranteed by OEC. | 















In this connection, the Treasurer of Ontario has issued a comfort letter to 
Sun Company, Inc. which states, in part, ‘| it is the intention of the Govern-: 
ment of Ontario within the powers given to it by the Ontario Energy Corporation 
Act and other legislative authorities to provide sufficient funds to enable the) 
Ontario Energy Corporation to discharge, when due, the liabilities and obligations, 
contemplated by the Guarantee Agreement of even date herewith between the 
Ontario Energy Corporation and Sun Company, Inc.’’ | 


The undertaking contained in this letter has not been included in the Prov- 
ince’s contingent liabilities (note 8 to the financial statements), on the basis that it 
does not represent a guarantee, per se. This exclusion has been supported by a let- 
ter obtained from the Ministry of Treasury and Economics’ Office of Legal Ser-) 
vices. This letter states, in part: 


‘The comfort letter, on its terms, is a mere expression of present 
intention. There is certainly jurisprudence to indicate that an : 
expression of intention, particularly when made on behalf of a j 
government, does not give rise to enforceable contractual rights. 


‘‘The comfort letter was provided without any ‘consideration’. | 
. . . Generally, our contract law requires that if B wants to hold : 
A to a promise, B must show that he provided some consideration 
to A for the promise of A. The Treasurer’s comfort letter was 
provided without any consideration passing from Sun Company, 
Inc. to the Treasurer. 
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‘. . . the comfort letter of the Treasurer was provided only to 
Sun Company, Inc. If the comfort letter were intended to create ! 
legally enforceable rights, one could reasonably expect that those 
rights could be exercised by subsequent holders of the notes.’’ | 


4.7 Payments Out of the Consolidated Revenue Fund 


| Payments out of the Consolidated Revenue Fund are classified as Expen- 
diture (Budgetary Transactions), Disbursements and Charges (Non-Budgetary | 
Transactions) and Retirements of Loans (Debt Transactions). | 


| Budgetary Expenditure includes payments for goods and _services,, 
salaries, interest on public debt, subsidies and grants, and acquisition or construc- 
tion of fixed assets. Disbursements are payments made in respect of investments, 
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loans and advances, while Charges are payments made from pension funds, 
deposit, trust and reserve accounts. Retirements of Loans are payments in respect 
lof the debt obligations of the Province. 


i Payments out of the Consolidated Revenue Fund are of two major types: 

those pursuant to Estimates, including Supplementary Estimates, approved by the 
Legislative Assembly, and those pursuant to the provisions of various statutes. 
The former are termed payments from Voted Appropriations while the latter are 
‘termed payments from Statutory Appropriations. Voted Appropriations, which 
‘are formalized annually by legislation cited as the Supply Act, may be augmented 
‘by Management Board Orders. The nature of Management Board Orders is more 
fully explained in section 4.11. 


A third type of payment out of the Consolidated Revenue Fund is that 
pursuant to delegated authority in the form of Special Warrants. The nature of this 
authority is more fully explained in section 4.12. 


| 
I 


| A summary of the payments out of the Consolidated Revenue Fund by 
type and classification is as follows: 


iN 





Payments re: 1982 1981 


Voted Appropriations 
per Legislative Assembly 
| Budgetary Expenditure, ...0.2525...... 17,083 349,400 14,260,512,715 
| TSDUL SOOT Sh tac cassis cs te ees we es 147 ,628 ,569 202,116,857 
| 





bi 2230,97 1,969" 14,462 ,629,572 








per Management Board Orders 



































Budgetary Expenditures. 3 1. i7.2.785.25 467,748 ,040 467 877,527 

| LSOlUITSeMentsayinsweansa a ialspise Ol 2,696,940 — 
| 470,444,980 467,877,527 

Total Voted Appropriations ................. 17,701 ,422,949 14,930,507 ,099 
| Statutory Appropriations 7 
Budgetary Expenditure accu... nesctoevascew 2,099 528,140 2,107,429 ,640 
| DOTS UG SINEN GS ieee cere ed iene a oy obacd nes 392,864,459 61,161,416 
: CO AOC See are ee EP ret afte nas sas seeks bs 194,442 544 173,434,226 
Rerirements Ot d_Oans 6) ieeecscevs ee osne es = 75,400,570 168,696,712 
| Total Statutory Appropriations ...........0:00000+- 2,762,235,713 2,510,721,994 
Special Warrant 
Budgetary Expenditure ..- 10.0.5. s00- ee eeo>: 160,875 = 
Pic pUreetic lise rte catue salto snes <ae — TE 

otal special: Wattant).. cass avwesris. a4cue 160,875 zai 








PRGUAIP AV IMIONUS I cs que orc cthe = ote yee «om 20,463 819,537 17,4415229,093 











a 











114 AUDITOR’S REPORT FOR 1981-82 

a ee ne ca SEEGER ETE CE REE, TT EEE LL Le ee 

(*) As explained in section 4.12, there were three special warrants issued in the 1982 fiscal year, 
Normally, all payments made under the authority of special warrants are classified separately 
above; however, due to the circumstances surrounding the first two special warrants and to | 
maintain comparability of the Voted Appropriations figures between fiscal years, payments of | 
$4,719,081,600 authorized by the first two special warrants have been included in payments | 
from Voted Appropriations. | 


Reference has been made in section 4.2 to Ontario Hydro transactions, | 
Since these transactions are not part of the Province’s own budget plan, and since 
these transactions flow through the Consolidated Revenue Fund without increas- | 
ing or decreasing the overall balance in the Fund, they have not been included in 
the preceding summary. 


4.8 Voted Appropriations—Comparison of Authorized and Actual | 
Payments 


This comparison for the fiscal year ended March 31, 1982 is as follows: 


Actual 
Under (Over) 
Authorized Actual Authorized 
$ $ $ 
Voted Appropriations 
per Legislative Assembly 

Budgetary 

expenditure: oy sheek ses 17,398 ,226,795 17,083 ,349,400 314,877,395 

Disbursements ............... 161,447,800 147,628,569 15,819,238 








17,559,674,595 17,230,977 ,969 328,696,626 








per Management Board 


Orders 
Budgetary 

EX PenuCiture: coudie. se. csx, 505,721,348 467,748,040 37,973,308 
Disbursements. one. 2,700,000 2,696,940 3,060 





508,421,348 470,444,980 37,976,368 





18,068 ,095,943 17,701,422,949 366,672,994 














It will be noted that the total actual payments of $17,701,422,949 
exceeded the amount of $17,559,674,595 appropriated by the Legislative Assem- | 
bly (totals include amounts authorized and spent under special warrants of 
$4,719,081,600). This excess was in the amount of $141,748 354. | 


4.9 Statutory Appropriations 


During the 1982 fiscal year, Statutory Appropriation payments made ( 
under the authority of 25 Acts exceeded $2.7 billion. This expenditure constituted | 
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13.5 per cent of the total payments out of the Consolidated Revenue Fund. The 
comparative percentage for the 1981 fiscal year was 14.4. 


A summary, by authorizing legislation, of such payments exceeding $50 
million for the year ended March 31, 1982 (with comparative figures for 1981) is: 








1982 1981 
$ $ 
Minancial Adniinistration Act ......../0.<:..00+... 1,960,253,569 1,813,854,475 
Ontario Energy Corporation Act .................. 325,000,000 — 
Me2CUers SUPCTANNUALION ACt c.cic..cscess eqewen 152,404,149 137,126,689 
Superannuation Adjustment Benefits Act ....... 106,839,125 85,058,616 
| Public Service Superannuation Act .............. 100,572,584 88,814,471 
} Ontario Pensioners Property Tax Assistance 
ERG WMMEME RAE eect scar ete medlete EASA tie tinigha'e « _ 273,001,265 
2,645 ,069 ,427 2,397,855 ,516 














Public Debt interest expenditure of $1.832 billion and $1.595 billion for fiscal 
years 1982 and 1981 respectively is included in the amount shown under the 
Financial Administration Act. 


The statutory payment of $325,000,000 under section 18 of the Ontario 
Energy Corporation Act represents a non-interest bearing demand loan to finance 
the purchase of one-half of approximately 25% of the common shares of Suncor 
Inc. by Ontario Energy Resources Limited, a wholly owned subsidiary of Ontario 
‘Energy Corporation. 





Payments pursuant to the Ontario Pensioners Property Tax Assistance 
‘Act, which was passed in the 1981 fiscal year, were initially made from Statutory 
| Appropriations, but are now paid out of Voted Appropriations. 


} 
} 


Excluded from the preceding figures are statutory approprations relating 
‘to Ontario Hydro Transactions which can be summarized as follows: 








| 1982 1981 

| $ $ 

Financial Administration Act 

| Ontario secruities issued on 

behalf of Ontario Hydro: 

EA Test Paks ypeeiy ese rns ke as alee 421,495,903 354,866,350 

ptceourities retiteds. gales csi radaiencess+ + 110,832,000 91,740,000 

Power Corporation Act 

| PaVances 10 Ontan@ HYCO) ws. .~. oe decease core 1,450,000,000 500,000,000 
1,982,327,903 946,606,350 














For reference purposes, 1982 statutory payments activity is summarized 
| in Exhibit 4 of this report. 
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4.10 Statement of Budgetary Expenditure 













The Statement of Budgetary Expenditure is contained in Volume 1 of 
the 1981-82 Public Accounts and is reproduced in Exhibit 2 of this Report. Ay 
more detailed analysis of total budgetary expenditure can be obtained by the use, 
of the standard accounts classifications. Under these classifications the budge- 
tary expenditure for the 1981 and 1982 fiscal years as shown on pages 2-15 and 
2-15, respectively, of Volume 1 of the Public Accounts may be summarized as 


follows: 








1982 1981 
$ % $ % 

Aranster, Payments ua weescur st 14,263,110,960 aE: 12,056,481,738 LLG 
Salaries and. Waves <2. .i,000.e.0 1,832,662,258 9.3 1,645 ,486,971 9.8 
Other Transactions 

—Public debt expenditure 

(interest on debentures, 
2 oa) MARR ne toma tea 1,832,469 ,236 9.3 1,594,891,150 oD 

SOLVE ek ee 2S 92,459,355 He 56,460,448 a 
SELVICES Sroenew, coumatautirnmens 133,052,442 3) 638,239,902 3.8 
Acquisition/Construction of 

Piny sical: ASSete sy feces eave 461,797,623 2.4 414,394,549 2.4 
Supplies and Equipment ....... 384,652,195 2.0 346,153,358 2a 
Employee Benetitss. Aone ae 280,242,566 1.4 244,591,147 1.4 
Transportation and 

Communication ........... 166,885,033 8 146,931,752 9 

20,047,931 ,668 17,143,631,015 
Less: Recoveries from other 
Activities, Ministries, 
Cle Pere eee net jae & 397,145,213 20 307,811,133 1.8 ‘ 














Transfer payments represent expenditure made to individuals, organiza-| 


tions and other levels of government, for which the Province does not directly | 


receive goods or services. Such expenditure is made in accordance with legisla- 
tion or established ministry policy. ) 


Total Budgetary Expenditure .. 19,650,786,455 100.0 16,835,819,882 100.0 7} 
: 
{ 


Recoveries from other Activities and Ministries relate mainly to costs. 
incurred by certain ministries, on behalf of other ministries, which are subse- 
quently recovered from the benefiting ministries. For Public Accounts presenta- 
tion purposes, these recoveries are generally not netted against the particular 


expenditure category or sub-category (e.g. salaries and wages, services, etc.) 
but are deducted in total from aggregate expenditure. } 


The other standard accounts classifications are largely self-explanatory: 
however, a more detailed description of the type of expenditure included in each. 


classification is contained on pages viil-ix of Volume 1 of the 1981-82 Public’ 
Accounts. 
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| In the 1982 fiscal year over $11.4 billion or more than 80 per cent of the 
total transfer payments, was expended by four ministries. The comparable fig- 
ures for the 1981 fiscal year were $9.7 billion and 81 per cent respectively. A 
summary of the payments by the four ministries, including identification of 
major categories, is as follows: 


Category 1982 198] 


Ministry of Health 
Operation of hospitals and 
pelated Facies) Ake. ey. 2,949 530,581 2,440,629 083 
Payments re physicians’ 
and practitioners’ 








services. under OHIP. ......... 1,543 010,863 1,334,297 ,652 
Other transfer payments ....... 928,620,145 759,432,268 
5,421,161,589 4,534,359 ,003 








Ministry of Education 
Grants for Elementary and 
Secondary Education (to 











SCHOOL DOAIUIS) rues as acell sci 2,565,144,730 2,187,883,220 
| Payment to Teachers’ 
Superannuation 
CS OP DUIS SION Grapes eens avs 369,738,264 315,237,975 
Other transfer payments ....... 14,822,874 13,612,051 
2,949,705 ,868 2,0 1037335252 








Ministry of Colleges and 
Universities 
Grants for Universities and 
related organizations ........ 150315255 622 940,476,864 
Grants for Colleges of 
Applied Arts and 








| Technology eters iris 4. 516,748,902 470,630,968 
Other transfer payments ....... 117,815,293 [24-371 719 
i 

te 1,665,819,817 1,522,479,551 








Ministry of Community and 
Social Services 
Provincial and Municipal 











Allowances and Benefits ... 782,660,942 684,922,843 
Adult Social Services .......... 212,839,291 LT 242 99 
\ Children?s Servicese~. i.e... 279,825,423 243,037,973 
Development Services— 

Adults and Children ........ 115,749,625 79,339,525 
| Other transfer payments ....... 39,044,457 40,232,832 
1,430, 119,738 1 224,775,972 























DUCCALRT eet tas eunek son eee 11,466,807 ,012 9,798 347,778 
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4.11 Management Board Orders | 










Section 5 of the Management Board of Cabinet Act provides that, where | 
an appropriation is exhausted or a sufficient amount was not provided and the 
public interest or the urgent requirements of the public service necessitate further i 
payments, the Board may make an order authorizing payments to be made against | 
such amounts as it considers proper. | 


A summary of the Management Board Orders issued for the past five fis- 
cal years is as follows: 


Number of Number of Authorized 
Board Orders Items Amount 
$ 
1982 108 394 508 421,348 
1981 80 441 513,838,600 
1980 67 313 161,890,065 
1979 50 196 64,771,438 
1978 85 221 173,871,550 


By way of additional information, the Management Board Orders with 
respect to the 1982 fiscal year are summarized as follows by month of issue: 








Month of Issue Number Authorized 
$ % 

PUNO ee cee. 2 4,900,000 .96 
AUOUSED IE eager l 6,000,000 1.18 
September 1981 ..... 2 12,687,800 250 
October 1981 ........ p) 6,000,000 1.18 
November 1981 ..... l 100,000 .02 
December1981"...... 6 18,955,200 cy ps: 
January 1982. 04.0.0 5 21,951,900 4.32 
February 1982) 7... 19 147,752,700 29.06 
March 1982 .......... 41 150,681,200 29.64 
yaNure Rd REL S.E Same egal eee ps | 137,736,548 27.09 
Tune s980 ee eh l 91,000 .O1 
StL velOR Derek ln 1 1,565,000 tod 

108 508,421,348 100.00 








Pursuant to section 11 of the Farm Income Stabilization Act, a loan of H 
$1,565,000 was made during the year to the Farm Income Stabilization Commis- 
sion of Ontario. Provision for the necessary funds in the relevant appropriation 
(Ministry of Agriculture and Food Vote 1902-4, Agricultural Production Pro-, 
gram, Farm Income Stabilization Activity) required authorization by Manage- 
ment Board Order. However, this requirement was initially overlooked, since the: 
Ministry of Agriculture and Food understood that the loan represented a statutory. 


payment. Subsequently, an appropriate request was made, resulting in the issue of 
a Management Board Order dated July 6, 1982. 
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A detailed listing of Management Board Orders, showing the amounts 
authorized and expended thereunder, is included as Exhibit 3 of this Report. 





In accordance with Standing Order number 51 of the Legislative Assem- 
| bly, the preceding Management Board Orders have been printed in The Ontario 
| Gazette, with an explanation of significant variances from the printed Estimates. 


| 
| 


4.12 Special Warrants 





| Section 4 of the Management Board of Cabinet Act provides for the issue 
of a special warrant, when the Legislature is not in session, authorizing payment 
‘of an amount required to meet an expenditure not forseen or provided for by the 


Legislature and which is urgently required for the public good. 





Three special warrants were issued during the year ended March 31, 
1982. The first two special warrants, dated April 1, 1981, were approved by 
Order in Council dated March 10, 1981. Payments of $4,719,081,600 were 
aod for the purpose ‘of providing for general and necessary government 
' expenditure (as wel! as the general and necessary expenditure of the Offices of the 
‘Ombudsman and Provincial Auditor) on and after April 1, 1981. 


As background, these two special warrants were necessitated by the fact 
‘that, following the general election in March 1981, the Thirty-Second Parliament 
idid not convene to meet until April 21, 1981. Normally, payments may be made 
from appropriations prior to passage bE the Supply Act provided a motion of 
‘interim supply is adopted by the Legislature. However, since the Legislature did 
‘not convene prior to the beginning of the fiscal year on April 1, 1981, a motion of 
‘interim supply was not possible. Therefore, special warrants were required in 
order to authorize all non-statutory expenditure on and after April 1, 1981. 
| The amounts of these special warrants were based on the anticipated cash 
‘requirements for the first three months of the 1982 fiscal year, and on the premise 
that expenditure would continue up to the authorized limit thereof, and then under 
the authority of a motion of interim supply, which was carried by the Legislature 
on June 19, 1981. On this basis, the full authorized amount of $4,719,081 ,600 
| was expended. 


The Supply Act, 1981 received Royal Assent on December 18, 1981. It 
should be noted that the total estimates and supplementary estimates approved by 
‘the Act were exclusive of the amount authorized by the preceding two special 
Warrants. 





| The third special warrant was approved by Order in Council dated Jan- 
“uary 28, 1982, and authorized the sum of $5,000,000 to provide funding in the 
1982 fiscal year for the start-up of the Ontario Farm Adjustment Assistance Pro- 
| gram. An amount of $160,875 was expended thereunder. 


In respect of the 1981-82 expenditure estimates, the following transfers, totalling | 
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Board of Internal Economy 


Section 88 of the Legislative Assembly Act reads: 


‘The Board of Internal Economy may authorize the transfer of 
moneys from one item of the estimates of the Office of the 
Assembly to another item within the same Vote and the Provin- 
cial Auditor shall make special mention in his report of any 
transfer under this section.’’ 


$1,065,285 were made within Vote 1001: 


4.14 


$ 
From Item 5 Sessional Requirements ............:. 382,400 
tiem 10’ ‘Constituency Offices tnt. 2 esc areas 579,499 
Item 11 Commission on Election 
Contributions and Expenses ...... 89,700 
Kem 12." ” Lepisiative [ibrary ceecseesssyesnc eae 13,686 
To ltemy ly -Office of the Speaker: satan 63,400 
Hiem 2 Office of: the Clerk: .:... 4 aecenoeee 66,000 
Item 3 Chief._Election Officer 35.0.5. 200%. 43,000 
Ttem: 4. “Hansard! 14%. Vs Bare eae 56,600 
Item 6 Members’ Indemnities ............... 111,800 
Item 7 Members’ Support Services ......... 83,180 
Htemye 9 sAdmunistrationy 22.9. ..205k eae ee 166,900 
Statutory Contribution to Legislative 
Assembly Retirement Allowances 
Account, the Legislative Assembly 
Retirement. AllowancestAct..2 3 ee ee 474,405 


Write-Off of Uncollectible Accounts 


Section 5 of the Financial Administration Act reads as follows: 


‘*3.—(1) Where a person has an obligation or debt due to the 
Crown or the Crown has a claim against a person, the Treasurer 
may, subject to any other Act affecting such obligation, debt or 
claim, negotiate and accept a settlement in payment and satisfac- 
tion of such obligation, debt or claim, or may determine that any 
such obligation, debt or claim is uncollectable. 


‘*(2) The Lieutenant Governor in Council, on the recommenda- 
tion of the Treasurer, may, if he considers it in the public interest, 
delete from the accounts any loss incurred in any settlement or 
determination made under subsection Ch): 


‘*(3) The losses deleted from the accounts during any fiscal year 
Shall be reported in the Public Accounts for that yeatwe 


A summary of the losses deleted from the accounts for the past five fiscal 


years is as follows: 








— Eee 





—— 
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$ 
| BUA Ce a en 12,607,776 
TB 1 ee em UN Oe hs ae 10,295,160 
1 SOM ero etrtiter. Son, oie. 15,342,289 
LOR be ee Oe LS oe ee 17,454,136 
AES Gs, (aoe He a 23,502,201 


The majority of the preceding write-offs do not affect the Net Debt of the Prov- 
ince, since they relate to memorandum accounts which are set out on pages 3-21 


+ to 3-25 of Volume 1 of the Public Accounts. 


During the 1982 fiscal year five Orders in Council were passed authoriz- 
ing the deletion of losses from the accounts. Deleted losses totalled $12,607,776 
and are summarized by ministry on page 3-19 of Volume 1 of the Public 


Accounts. The following additional comment is provided for some of the larger 


| write-offs. 





The Ministry of Revenue wrote off $4,550,127 with respect to various 


_ unpaid taxes and GAINS overpayments. The major write-offs were as follows: 


$ 
GETS ETT UN GIVE OE RIES oo EN a 2,642,015 
eS eT NIT FCs Noi glee my Tae ea ee 1,199,255 
Ontario Guaranteed Annual 
UME RCP AAT ING fis teat esd 5 cee ria vdeeee teks nereeces SRO doe 


Uncollectible accounts of the Motor Vehicle Accident Claims Fund 


amounting to $2,925,953 were written off by the Ministry of Consumer and Com- 
mercial Relations. Approximately $2.1 million of the total write-off pertained to 
_Claims/judgements at least ten years old, on which no payments had been made 
for at least five years. 


/ 
} 
| 
i 
f 


| 


{ 


The Ministry of the Attorney General wrote off $2,399,935 for uncollect- 
ible fines, costs and fees owed to Provincial Courts. 


Uncollectible overpayments of $1,957,132 made under the Family Ben- 
efits Act, the Blind Persons Allowances Act and the Disabled Persons Allowance 
Act were written off by the Ministry of Community and Social Services. 
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OFFICE OF THE PROVINCIAL AUDITOR 





5.1 Office Goals 


PRIMARY GOAL 


What is the job of the Legislative Auditor? This question was consid- 
ered by the Canadian Comprehensive Auditing Foundation in a recent research | 
study. In the Foundation’s view, to which we subscribe, the primary goal of the | 
Legislative Auditor can be described as follows: : 


—To help the Legislature hold the government accountable by 
reporting to the Legislature on the quality of the administra- 
tion’s stewardship of public funds. 


The Provincial Auditor seeks to achieve this goal by reporting to the 
Legislature annually under the authority of section 12 of the Audit Act. Essen- | 
tially this annual report consists of: 


expression of an opinion on the Province’s financial statements as to | 
their fairness, consistency and compliance with stated accounting poli- ‘ 
cies, and 


disclosure of significant matters noted in the course of audit, for exam- | 
ple, where: | 


—accounts were not properly kept or essential records not maintained; 


—tules and procedures were not adequate for the safeguard of public : 
property, the collection of revenue and the authorization of expendi- | 
ture: | 


——money was expended without due regard to economy and effi- 
ciency; | 
—appropriate procedures were not established to measure and report 
on the effectiveness of programs. | 


Wherever possible audit observations are accompanied by recommendations for’ 
improvement. : 


SECONDARY GOAL 






) While the Provincial Auditor’s primary reporting responsibility to the ( 
Legislature is unequivocal, the Provincial Auditor has a secondary reporting | 
responsibility to those charged with the administration of the various agencies — 
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and ministries which he audits. For agencies this responibility is generally stipu- 
jated in the enabling legislation. For ministries this responsibility has not been 
legislated. Rather it has been recognized by the Provincial Auditor as a further 
responsibility, which is appropriate in the circumstances and in the interest of 
‘improved government administration. 





| Accordingly the secondary goal of the Provincial Auditor can be 
expressed as follows: 


—To help Deputy Minister/Agency Heads hold their adminis- 
trations accountable by reporting to them on the quality of the 
| ministries’ /agencies’ stewardship of public funds. 


| The Provincial Auditor reports to a Deputy Minister or to an Agency Head at the 
‘conclusion of each audit. These reports consist of the disclosure of significant 
‘Matters noted in the course of audit together with recommendations for improve- 
ment. 


The reporting process is more fully described in section 5.8. 


| 
| 
| 


1.2 Audit Responsibilities 





PRIMARY RESPONSIBILITIES 


The primary audit responsibilities of the Provincial Auditor are twofold 
‘and involve the examination of: 
| 
| 


(a) The accounts of the Province in accordance with his appointment as 
auditor under the Audit Act. 


(b) The accounts of agencies of the Crown in accordance with his 


appointment as auditor under various related statutes or other appro- 
priate authorities. 


Accounts of the Bee 


| The examination of the accounts of the Province is made in conformity 
/with section 9(1) of the Act which reads as follows: 


| ‘‘The Auditor shall audit, on behalf of the Assembly and in such 
manner as the Auditor considers necessary, the accounts and rec- 
ords of the receipt and disbursement of public money forming 
part of the Consolidated Revenue Fund whether held in trust or 
otherwise.’ 





In this connection, all ministries are subject to audit in accordance 
erewith. These audits, when combined with the audit activities of the Office's 
| Reporting and Standards Branch, enable the Provincial Auditor to express an 
opinion on the financial statements of the Province. A listing of the ministry 
audits covered by this report appears in Exhibit 6. 
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Accounts of Agencies of the Crown 


An agency of the Crown Is defined in section l(a) of the Audit Act (see. 
Exhibit 1). For the year ended March 31, 1982 the Provincial Auditor had direct 
audit responsibility for fifty-nine agencies of the Crown pursuant to his appoint- 
ment as auditor by shareholders, governing bodies or under various statute 
These agencies are listed as parts (i) and (ii) of Exhibit 7 of this Report. | 

Section 9(2) of the Act provides that in instances where an agency of the. 
Crown is audited by an auditor other than the Provincial Auditor, the audit is to be: 
performed under the direction of the Provincial Auditor, and such other auditor is 
required to report to the Provincial Auditor. For the year ended March 31, 1982) 
seven agencies were in this category, and are shown under parts (iii) and (iv) of 
Exhibit 7. : 
ADDITIONAL RESPONSIBILITIES | 

Under section 16 of the Act, the Provincial Auditor is required to exami 
into and report on any matter referred to him in respect of the Public Accounts by. 


a resolution of the Standing Public Accounts Committee. 


t 


Section 17 of the Act requires the Provincial Auditor to undertake such 
special assignments as may be required by either the Assembly, the Standing Pub- 
lic Accounts Committee (by resolution of the Committee), or by a Minister, pro-| 
vided that such special assignments do not take precedence over the Auditor’s 
other duties. Further, if such an assignment is referred to the Provincial Auditot/ 
by a Minister, it can be declined if, in the opinion of the Auditor, it conflicts with 


his other duties. 


y 


} 


i 


5.3 Audit Activities 


ATTEST AND COMPLIANCE | 


In order to express a professional opinion on the financial statements Ol 
the Province and numerous agencies of the Crown, audits are conducted in accor: 


dance with generally accepted auditing standards, as promulgated by the Cana: 
dian Institute of Chartered Accountants. 
All ministry and agency audits include a general review of the accountilid 
procedures and systems of internal control, together with such tests of accounting) 
records and supporting evidence as are considered necessary in the circumstances © 
Additionally, compliance with existing statutes and regulations is reviewed. : 
| 








In connection with ministries/agencies whose accounting records aré 
computerized, our audits include a review of at least one application of the com: 
puterized system. This review includes the preparation of flow charts dealing iil 
both manual and automated procedures, a summary showing input-processing | 
output of computer processes, completion of an internal control questionnaire fo" 
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| EDP processing, the identification of key control points, and related audit proce- 
dures to verify that the system is functioning properly and to identify any weak- 
nesses. 


Fraud and Error 


| When performing audits in accordance with generally accepted auditing 
standards, auditors seek reasonable assurance through various means that material 





fraud and error have not occurred or that, if they have occurred, they are corrected 
,and properly accounted for. However, it must be realized that such audits may not 
\detect, and are not primarily designed to detect, every instance of fraud or error. 
The resources required to examine the circumstances behind and the sup- 
port for every transaction recorded would be prohibitive. Even if the resources 
“were available, assurance that there were no unrecorded transactions would still 
be lacking. Furthermore, collusion between ministry/agency personnel and out- 
| side parties, or among management or employees could result in apparently genu- 
ine but falsified transactions and documents being accepted by the auditor. 


VALUE FOR MONEY 


In addition to the preceding activities of an attest/compliance nature, sec- 


‘tion 12(2)(f) of the Audit Act requires the Provincial Auditor to report on any 
cases where he has observed that money was expended without due regard to 
‘economy and efficiency, or where appropriate procedures were not taken to mea- 
‘sure the effectiveness of programs. This is commonly known as the value for 
‘money audit mandate. 


More concisely, the Provincial Auditor is required to report to the Legis- 
lature significant instances where he has observed that management is not fulfill- 
ing its responsibilities. It should be noted that it is not part of our mandate to eval- 
uate the effectiveness of programs, or to develop standards dealing with the 
efficiency of program delivery. These are ministry/agency management func- 
tions. Our duty is to assess the extent to which these functions have been carried 
out by management. 


y 


While it is the Office’s ultimate objective to integrate value for money 
auditing with ongoing attest/compliance audit activities, most of our value for 
| money auditing to date has been conducted by a special group of teams within the 
| Office. These teams undertake reviews on a program, activity or system basis. 
These reviews are designed to assess management controls for attention to econ- 
omy, efficiency and procedures to measure effectiveness. 


maeceived Mystique 


In our view, the term value for money auditing has conjured up a mysti- 
4 que and a generally held belief of the need for highly specialized expertise. The 
Office does not subscribe to this belief. 
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The Office believes that what the Legislature is looking for is a common 
sense appraisal by an independent and competent professional auditor, one who, 
recognizes good management and understands good management practices. This, 
position, however, does not rule out the occasional use of experts, if the need is. 
clearly evident. 








5.4 Comprehensive Auditing 


WHAT IS COMPREHENSIVE AUDITING? 










Comprehensive auditing is a frequently used term but, in our opinion, its/ 
meaning is not generally well understood. For example, some consider compre-' 
hensive auditing synonymous with value for money auditing. Others feel that. 
comprehensive auditing represents the combination of the relatively new value for) 
money concept with the traditional attest and compliance audit concerns. In fact, | 
comprehensive audit encompasses considerably more. | 


Comprehensive auditing has been described by the Canadian Comprehen- | 
sive Auditing Foundation as follows: ! 


66 


. . anew type of auditing designed to review and report on the 
management of financial, human and physical resources, so as to 
provide the greatest possible degree of accountability in the 
expenditure of public funds. It includes assessing the adequacy of 
management systems and controls to ensure due regard to econ- 
omy, efficiency and effectiveness . . . 


66 


. . 1S systems-based, involves a broader scope, an integration 
of various professional skills, a restructured audit process and an 
improved means of communicating results. It calls for a combi- 
nation of audit concepts and methods and integrates a variety of 


disciplines ranging well beyond the traditional financial/account- 
ing orientation.’’ 


BROADER SCOPE AND ADDITIONAL SKILLS 


The broader scope of comprehensive auditing and the need for an integra-. 
tion of various professional skills is evident from the components of comprehen-. 
Sive auditing as described by the Foundation. By way of example, the financial | 
controls component specifies that this new approach to auditing requires that eval- | 
uation go beyond the traditional evaluation of internal control. It calls for a review 
of the qualifications and the suitability of financial personnel to the needs of the) 
organization. Similarly, the reporting component calls for an evaluation of the: 


nature, content, adequacy, realiability and timeliness of non-financial as well as” 
financial information. 


Where it has been practiced to date, comprehensive auditing has been 
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characterized by largescale applications and heavy involvement of management 
consultants and other specialists. Frequently projects take more than a year to 
complete with input by other than audit disciplines representing a high proportion 
of the total audit time. 


OFFICE HAS NOT ADOPTED COMPREHENSIVE AUDITING 


The Office has opted to direct its attention to the key component of com- 
prehensive auditing—value for money auditing. As indicated in section 5.3 we 
are currently undertaking reviews of management controls for attention to econ- 
omy, efficiency and procedures to measure effectiveness. These reviews are con- 
sidered supplemental to our conventional financial and compliance audit activ- 
aty ; 
| The Office has not closed the door on comprehensive auditing and is 
Be =ptive to further extension of audit scope. However, we feel that it is necessary 
to develop greater proficiency at our present level before considering other initia- 
tives. 





5.5 Systems to Ensure Economy, Efficiency and Effectiveness 





Since it is desirable that senior management of ministries and agencies of 
the Crown have an understanding of the Office’s objectives in conducting value 
for money reviews, it is appropriate to provide definitions and examples of sys- 
tems designed to ensure due regard for economy, efficiency and effectiveness. 
Inherent in all such systems is the important element of sound management plan- 
ning and control processes being in place and operating satisfactorily. 


ECONOMY 


| A system designed to ensure economy is one which ensures that resources 
are acquired at the lowest cost compatible with obtaining necessary goods and ser- 
vices of suitable quality. This definition recognizes that although cost is the prime 
consideration when dealing with economy, quality and quantity are also important 
ingredients. Examples of systems designed to ensure (and/or improve) economy 
are: 
| 

| 

» purchasing and tendering systems which enable goods and services to 
be acquired at the best cost (i.e. lowest price compatible with quality 
and quantity). 


« systems which ensure that invoices subject to cash discounts or to which 
interest may be added for late payment, are paid within the prescribed 
periods. 


. contract letting and administration systems which seek to avoid or miti- 
gate cost overruns and late completions. 
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. asset acquisition review systems which seek to avoid inappropriate or 


unnecessary capital expenditures. 














SS 


EFFICIENCY 


Efficiency refers to the relationship between goods or services produced 
and the resources used to produce them. A system designed to ensure efficiency is 
one which ensures that the maximum output is produced for any given set of, 
resource inputs, or that minimum resource inputs are used for any given quantity 
and quality of service provided. Examples of systems designed to ensure (andi@s 
improve) efficiency are: : 
} 








+ Manpower management and performance evaluation systems. These; 
would include systems to detect situations where too many people are 
involved in a process, or senior staff are performing tasks more appro-' 
priate to junior staff. | 











« systems to measure the levels of utilization of capital assets. 


e systems which compare, on a periodic basis, output achieved (i.e. units 
sold, licences issued, files processed, interviews conducted, invoices) 
issued, patient days) with input used (i.e. people or premises used to 
provide the output, total cost of input resources). 


i 
i 
| 
| 
| 


e inventory level review systems which detect excessive or obsolete: 
stocks. 


EFFECTIVENESS 


grams is one which measures and reports on the extent to which a program. 
achieves its predetermined goals or other intended effects. We recognize that the: 
effectiveness of programs is not always easily evaluated, and that management; 


procedures for measuring and reporting effectiveness will differ between ora 
grams. 


A system designed to measure and report on the effectiveness of pro- | 
{ 


j 


In this regard, a program might be established with the objective of 
achieving a specified reduction in total energy consumption in public sector build-| 
ings over a specific period of time. A system designed to measure and report on: 
the effectiveness of this program would include the following components: 


- collecting energy consumption statistics; 








¢ comparing these statistics to those of a base period; 
- verifying of the accuracy and reliability of the statistics; 


¢ reporting on the achievement of the objective, and taking any 
necessary corrective action. | 
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5.6 Audit of Transfer Payments 


DESCRIPTION OF TRANSFER PAYMENTS 


i 
| 


As stated in chapter 4 of this Report, transfer payments represent expen- 
ditures made to individuals, organizations and other levels of government, for 
which the Province does not directly receive goods or services. In total, more than 
10% of Provincial expenditure consists of transfer payments. 
| The majority of these payments are made for specific purposes, with an 
‘expectation that the recipient will fulfil specific conditions or perform certain 
actions with the money received. The funding of school boards and universities 


and Wintario grants are examples of this type. 


Some of these payments, however, are unconditional, making no specific 
/provision for the use of the money by the recipient. Examples of this type are 
unconditional per capita grants to municipalities and payments to individuals such 
_as Guaranteed Annual Income Supplement (GAINS) and Property Tax grants. 





| AUDIT AT MINISTRY LEVEL 


Transfer payments are subject to a certain degree of audit coverage in 
‘connection with our ongoing attest/compliance activities. Such coverage includes 
‘ensuring that selected payments are properly authorized and verifying the calcula- 
tion thereof, as well as determining the adequacy of procedures being carried out 
‘by management to assess the efficiency and effectiveness of activities involving 
the administration of transfer payments. Similar procedures may also be carried 
out by the internal audit branches of the various ministries. 


INSPECTION AUDITS 


Section 13 of the Audit Act (see Exhibit 1) provides that, in the case of 
grant payments made by the Province or an agency of the Crown, the Provincial 
Auditor may perform inspection audits thereof, and also may obtain a full 
accounting of the disposition of such grants from the recipients. Inspection audits 
are defined as examinations of accounting records. 


Purpose of Inspection Audit Provision 


| What was sought by this section of the Act was the right of the Provincial 

Auditor to access the records of recipients of grants which were made for specific 
purposes to determine that the funds were, in fact, spent for the purposes speci- 
‘fied, or that the conditions under which the grants were paid were met. Certain 
| ministry internal audit branches, pursuant to the terms of agreements with grant 
recipients, also have the right to perform inspection audits. 


Approach to Inspection Audits 


There are a myriad of recipients of transfer payments/grants. In Ontario, 
for example, there are more than 240 hospitals, 180 school boards and 40 univer- 
| 
| 
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sities and community colleges, not to mention the many organizations and indi- 
viduals who are grant recipients under such programs or activities such as Win-. 


tario and cultural and arts support. 


It is not feasible, nor was it intended, that the Provincial Auditor exten- 
sively audit grant recipients. To do so would require greatly expanded audit | 
resources. The Provincial Auditor conducts inspection audits on an exception’ 
basis where, for example, information received or other audit evidence would 
indicate that such an audit is advisable. In addition, other inspection audits are, 
undertaken on a selective basis. The selection process is strongly influenced by 
the extent of involvement and control exercised by the ministry or agency, such as | 
the availability of audited financial statements or review by operating personnel or) 
internal audit groups. 


Inspection Audits and the Value for Money Issue 


Since an inspection audit is defined as ‘‘an examination of accounting | 
records’’ we have concluded that an inspection audit is designed to determi 
whether funds have been spent for the purpose for which they were provided. 


An inspection audit, therefore, would not specifically examine manage- 
ment controls with respect to the economy, efficiency and effectiveness of the 
recipient’s operations. However, observations relative to these value for money 
issues may well arise as a by-product of an inspection audit. 
TRANSFER PAYMENTS AND THE VALUE FOR MONEY ISSUE | 

We believe it is the responsibility of the government to assure that funds. 
provided in the form of transfer payments are well managed by the the recipients, 
that is, spent with due regard for economy, efficiency and effectiveness. Value 
for money auditing can certainly assist funding ministries/agencies in the fulfill-' 
ment of this responsibility. : 


———— 


Ministry [Agency Initiative 


ministries/agencies. Major recipients of transfer payments include hospitals, uni- 
versities and municipalities; these bodies are audited by public accountants 
appointed by the governing boards of the organizations. Accordingly, appropriate’ 
direction could flow from the ministry directly, or through the governing board of 
the organization, to the appointed auditor. The results of value for money reviews 


should, in our opinion, be reported to both the ministry and the governing, 


board. 


The impetus for value for money auditing should come from the funding) 


| 


poses of financial audit, appointed auditors may find themselves in a conflict o}) 
interest situation as they strive to respond to the basic requirements of the boarc’ 
on the one hand and the direction of the ministry on the other. As a result, there’ 
fore, a ministry may wish to make other arrangements for the conduct of value for 
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money auditing. It may wish, for example, to have its internal audit staff address 
the issue. 


‘Provincial Auditor’ s Involvement 


The Provincial Auditor would not have any direct involvement in the 
aforementioned value for money audit process. Indirectly he may become 
jinvolved in the course of his continuing ministry audit responsibilities. This 
involvement may arise as a result of assessing the steps taken by a ministry to sat- 
‘isfy itself that funded organizations are being well managed. Where value for 
‘money auditing is a component of this process, the Provincial Auditor should 
eve access to audit reports and be in a position to assess the scope and depth of 


‘the coverage provided. 


INTER-MINISTRY TASK FORCE 


| 
At the request of Management Board, an inter-ministry Task Force was 


formed i in early 1982 to address the question of the auditing of transfer payment 
recipients. The Task Force is addressing the following matters: 


| 


¢ Should ministries audit transfer payment recipients? If so, which ones 
| and to what extent? 

« The authority and scope for audits. 

« The extent to which ministries should rely on external auditors, and 
accessibility to external audit reports. 


5.7. Crown Controlled Corporations 


AUDITED BY PUBLIC ACCOUNTING FIRMS 


A Crown controlled corporation is defined in section 1(e) of the Audit Act 
(see Exhibit 1). Many of these corporations are audited by public accounting 
firms. Under section 9(3) of the Act the auditors are required, upon completion of 
‘the audit, to deliver to the Provincial Auditor a copy of the audited financial state- 
‘ments together with a copy of the report of their findings and recommendations to 
‘management (i.e. management letter). Additionally, the Provincial Auditor has 
‘access, if required, to the working papers and other documents related to the audit 
lof such corporations. 


| A listing of Crown controlled corporations audited by public accounting 
firms, for the year ended March 31, 1982, is included as part of Exhibit 7 of this 
Report. 


| It is currently the policy of the Office to review working papers and other 
documents related to the audit of Crown controlled corporations on a cyclical 
basis at least once in a four year period. Additional reviews would, of course, be 
conducted should events or circumstances so warrant. 


} 
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| 
| 
NOT AUDITED BY PUBLIC ACCOUNTING FIRMS | 
| 


In addition to Crown controlled corporations audited by public accoumy 
ing firms, there are certain other Crown controlled corporations whose enactiny 
legislation does not contain any audit provision. In the case of these corporations, 
their revenue is not retained, but is deposited directly into the Consolidated Reve 
nue Fund of the Province. Expenditures of these corporations are paid by minis 
tries out of moneys appropriated therefor by the Legislature. As a result, thesi 
corporations have no assets or liabilities for accounting purposes. The operation: 
and transactions of such corporations, are, however, subject to audit as part of ou 
ministry audit process. Examples of these corporations are the Liquor Liceno: 
Board and the Niagara Escarpment Commission. 


5.8 Provincial Auditor’s Reporting Process 


| 

| 

| 

REPORTING PROCESS—MINISTRIES | 
A report on the audit outlining our findings and recommendations it 

issued to the Deputy Minister at the conclusion of each ministry audit. Authority 
for this course of action is contained in section 18 of the Audit Act. The more sig: 
nificant findings and recommendations in the ministry reports are included in the 
Provincial Auditor’s annual report to the Legislature. | 
Before the report to the Deputy Minister is finalized the auditor-in) 

charge, Manager and Director will discuss the audit findings and recommenda. 
tions with senior ministry officials. A typed draft of the report serves as the basit 
for this discussion. A copy of this draft marked ‘‘Draft For Discussion Purpose: 
Only”’ is provided to the ministry officials in advance of the discussion. | 


It is entirely at the discretion of the ministry which officials should par 
ticipate in the discussion. We recommend participation by the most senior persam 
nel concerned, up through the Executive Director and Assistant Deputy Ministe’ 
level. We do not recommend participation by the Deputy Minister. Since thi 
report that is ultimately sent to the Deputy Minister is effectively an assessment O 
the administration responsible to him, in our view it is not appropriate to involv: 
the Deputy in the finalization of that assessment. We would expect, however, tha 
the senior officials would keep the Deputy Minister informed of any significa 


i} 


audit findings as they arise. 


Also, the content of the draft report may be revised as a result of discus: 
sion with ministry officials and in the course of subsequent review by the Assis. 
tant Provincial Auditor or the Provincial Auditor. Consequently, participation bY 
the Deputy Minister at the draft Stage may well involve him/her in the unneces 
sary consideration of matters that will not form part of the final report. | 


{ 
i 


Draft reports are considered to be an integral part of the working paper’ 


| 
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_and, in accordance with section 19 of the Audit Act, shall not be laid before the 
Assembly or any committee of the Assembly. 





H 
i! 


When the report has been finalized and issued by the Provincial Auditor 
‘to the Deputy Minister, representatives of our Office will be pleased to meet with 
‘the Deputy Minister or senior ministry personnel to discuss any matters on which 
‘they wish clarification or further information. 


! REPORTING PROCESS—AGENCIES 
| The Provincial Auditor has a responsibility to report to the Board of 
Directors, or equivalent body, and to the designated Minister of each agency 
which has been the Pipes of the audit. In most instances this responsibility is 


‘stipulated i in the agency’s enabling legislation. 


| In our opinion this reporting responsibility is appropriate. For this reason, 
and in the interest of consistency, we have considered the responsibility applic- 
able to those instances where the agency’s legislation is not specific in this regard. 
Accordingly, a report on the audit outlining our findings and recommendations is 
‘issued to the Board of Directors, and to the Minister, at the conclusion of each 
|agency audit. This course of action is consistent with section 18 of the Audit Act. 
iThe more significant findings and recommendations in the agency reports are 
included in the Provincial Auditor’s annual report to the Legislature. 


Before the report to the Board and to the Minister is finalized, the auditor- 
, in-charge, Manager and Director will discuss the audit findings and recommenda- 
tions with senior agency officials. A typed draft of the report serves as the basis 
for this discussion. A copy of this draft marked ‘‘Draft For Discussion Purposes 
Only”’ is provided to the agency officials in advance of the discussion. 


It is entirely at the discretion of the agency which officials should partici- 
“pate in the discussion. We recommend participation by the most senior personnel 
cred: up through the Chief Executive Officer level. We do not recommend 
| participation by the Chairman or other members of the Board. Since the report 
that is ultimately sent to the Board of Directors is effectively an assessment of the 
administration responsible to them, in our view it is not appropriate to involve 
members of the Board in the finalization of that assessment. We would expect, 
however, that the Chief Executive Officer would keep the Chairman informed of 
any significant audit findings as they arise. 
. Also, the content of the draft report may be revised as a result of discus- 
‘sion with agency officials and in the course of subsequent review by the Assistant 
‘Provincial Auditor or the Provincial Auditor. Consequently, participation by the 
Board at the draft stage may well involve them in the unnecessary consideration 
of Matters that will not form part of the final report. 


| When the report has been finalized and issued by the Provincial Auditor 
to the Board, representatives of our Office will be pleased to meet with the Board, 


| 
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or a committee thereof, to discuss any matters on which they wish clarification or | 


further information. 


Interim Procedures 

Where interim audit work has been carried out prior to the fiscal year end 
of the agency and the findings are deemed to be significant, a letter outlining our | | 
findings and recommendations is issued by the Branch Director to the Chief Exegy 





ee 


utive Officer. | 
} 





This is done so that management can take immediate corrective action) 
where necessary and to allow management sufficient time to review, discuss and | 
prepare a response to the findings prior to the final audit. 

I 
Significant findings in the interim letter will be included in our final: 


i) 


report together with the current status thereof, as per the agency’s response and | 
i) 
our follow-up work. 


General | 

Draft reports and interim letters are considered to be an integral part of the: 
working papers and, in accordance with section 19 of the Audit Act, shall not be: 
laid before the Assembly or any committee of the Assembly. | 


REPORTING PROCESS—LEGISLATIVE ASSEMBLY 

Matters raised in audit reports issued in respect of ministries and acencifil 
which, in our judgment, are of interest or significance to the Legislative Assem- 
bly, are included in Chapters 2 and 3 of this Report. In all cases where replies 
have been received to our findings and recommendations, the relevant portions! 
are included for information purposes, generally without further comment by this; 
Office. As a result of printing deadlines, as covered in section 1.2, it is not pos-. 
sible to include any replies received subsequent to September 30 in this Report. 


Our annual report is referred by the Legislature to the Standing Public: 
Accounts Committee for their review and deliberations (see section 1.5). Once 
this has been done, replies to matters in our Report which are received subsequent 
to September 30 are forwarded to the Committee for their attention. | 








As noted in the previous section, public accounting firms audit a number’ 
of Crown controlled corporations. Matters raised by the auditors in their reports te 
management may also be included in the Provincial Auditor’s Report to the Legis-’ 


lature. 


PUBLIC DISCLOSURE | 








As soon as our annual report is laid before the Legislative Assembly, it is 
of course, a public document. a | 


Our individual reports issued at the conclusion of each ministry or agenc? 
audit are not laid before the Assembly and, therefore, do not become public docu) 
ments in the normal course of events. However, the Standing Public Account! 
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Committee, or any other committee of the Legislature, may, by resolution, 
fequest that our audit reports be made available if they are deemed essential or 
‘beneficial in the pursuit of the Committee’s appointed duties. As soon as the 
report is laid before a committee it becomes a public document. 

| | 


3.9 Office Organization and Personnel 





ORGANIZATION 


| The Office of the Provincial Auditor is divided into six branches, each of 
which i is administered by a Director. The six Directors, together with the Assis- 
ant Provincial Auditor and the Provincial Auditor, collectively comprise the 

Jffice’s Management Committee. An organization chart of the Office is pre- 
feted as Exhibit 5 of this Report. 


a. Field Branches (4) 


The four Policy Field branches are responsible for the audits of all minis- 
‘mies and agencies of the Crown falling under each of the Provincial Government 
Policy Fields—General Government, Justice, Resources Development and Social 
Development. These branches also have responsibility for coordinating the 
Office’s relationship with the external auditors of those Crown controlled cor- 
dorations for which the Provincial Auditor is not the designated auditor. 


| 
| 





Reporting and Standards Branch 
| 


The primary responsibilities of this branch are the audit of the Province’s 
financial statements which appear in Volume 1 of the Public Accounts, the pre- 
saration of the Annual Report of the Provincial Auditor to the Legislature, the 
development and maintenance of the Office’s Audit Manual, and the conduct of 
dost-audit quality control reviews. 


Specialized Audits and Resources Branch 


| This branch has basic responsibility for EDP audits, value for money 
‘eviews, and for recruitment, staff training and professional development. 


PERSON NEL 


The composition of the staff of the Audit Office at September 30, 1981 
and 1982 was as follows: 
| September 30, 


\ 1981 1982 
Management committee 8 8 

Audit managers 9 3 

| Audit supervisors 17 15 

| Auditors 11 16 
Student auditors, audit technicians 

and assistants 33 38 

Personnel and administrative ii 


Total staff 85 98 


| 
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As the preceding summary indicates, there was a net gain of 13 staff 
members during the year, bringing the Office close to its authorized complement | 
of 103. The net increase of 13 was the result of 9 staff members leaving the Office 


together with the hiring of 22 new staff members. 


Included in the category for student auditors, audit technicians and assis- 
tants are 33 employees who are enrolled in various stages of courses leading to 
professional qualifications through one of the following: The Institute of Char- 
tered Accountants of Ontario (CA), The Society of Management Accountants of 
Ontario (RIA), or the Certified General Accountants Association of Ontario 


(CGA). 


5.10 Staff Training and Professional Development 


The establishment and maintenance of an ongoing program of both pre, 
and post qualification professional training is considered essential to the long-| 
term development of the Office and its staff. Although ‘‘on the job’’ training 1s a! 
major part of this program, our professional staff and students attend in-house) 
courses and seminars designed to enhance their auditing and management skills. | 


Some of the courses have been developed and are presented by our staff;| 
others are purchased from other sources. During the past year, primary emphasis‘ 
was on the electronic data processing (EDP) and value for money (VFM) audit! 
areas, but courses in other areas were also made available. In addition to our in-' 
house training and development, staff members also attend independently spon-. 
sored seminars. | 


5.11 Meeting of Legislative Auditors : 


The tenth annual meeting of the Canadian Conference of Legislative 
Auditors was held in Victoria, British Columbia from July 5 to 7, 1982. The’ 
meeting, which serves as a useful forum for the sharing of ideas and information’ 


important to the legislative auditing community, was attended by two members of 
this Office. | 


Matters discussed at the conference included Federal/Provincial cost: 
sharing—grants and contributions, professional development, and an update of 


the Canadian Institute of Chartered Accountants’ Public Sector Accounting and. 
Auditing Committee. | 


At the same time, representatives of the Public Accounts Committees 
from the Provinces and Canada held their fourth annual meeting. Included in theit 
agenda was a combined meeting with the legislative auditors on July 7, at which. 


time a panel discussion dealing with ‘‘The Problems of Reporting to the Legisla- 
ture’’ was held. | 
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Examination of the Accounts of the Office of the Provincial 
Auditor 


Section 28 of the Audit Act reads as follows: 


‘‘A person or persons, not employed by the Crown or the Office 
of the Assembly, licensed under the Public Accountancy Act and 
appointed by the Board, shall examine the accounts relating to 
the disbursements of public money on behalf of the Office of the 
Auditor and shall report thereon to the Board and the chairman of 
the Board shall cause the report to be laid before the Assembly if 
it is in session or, if not, at the next ensuing session.”’ 


The Board referred to in the preceding quotation is the Board of Internal 


Economy. The Office’s audited statement of expenditure for the year ended 
March 31, 1982, which will be tabled in the Assembly during the fall session, is 


| 


} 
| 
| 
| 


| 


— = see 


included as Exhibit 8 of this Report. 
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I appreciate the opportunity to serve the Legislature and the people ai 
Ontario in the capacity of Provincial Auditor. My appointment was effective Jan: 
uary 1, 1982 following the retirement of my predecessor, Mr. F. Norman Scott) 


F.CLA: 


Mr. Scott had an outstanding career in the public service of Ontario whict; 
extended over forty years. Thirty of those years were spent with this Office i 
increasingly responsible positions, culminating with his appointment as Provin) 
cial Auditor in February, 1974. He served most capably in that position until hi: 
retirement in December, 1981. | 


| 
| 
| 


\ 


D.F. Archer, F.C.A.’ 
Toronto, September 30, 1982. Provincial Auditor. 





—— 
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EXHIBIT 1 


SECTIONS OF THE AUDIT ACT RELEVANT TO THE 
RESPONSIBILITIES OF THE PROVINCIAL AUDITOR 


KEY DEFINITIONS 
Agency of the Crown 


1. (a) ‘‘agency of the Crown’’ means an association, authority, board, commis- 
sion, corporation, council, foundation, institution, organization or other 
body, | 

(i) whose accounts the Auditor is appointed to audit by its shareholders 
or by its board of management, board of directors or other governing | 
body, 


(ii) whose accounts are audited by the Auditor under any other Act or) 
whose accounts the Auditor is appointed by the Lieutenant Governor 
in Council to audit, 


(iii) whose accounts are audited by an auditor, other than the Auditor, | 
appointed by the Lieutenant Governor in Council, or 


(iv) the audit of the accounts of which the Auditor is required to direct or 
review or in respect of which the auditor’s report and the working| 
papers used in the preparation of the auditor’s statement are required 
to be made available to the Auditor under any other Act, 


| 
but does not include one that the Crown Agency Act states is not affected’ 
by that Act or that any other Act states is not a Crown Agency within the’ 
meaning or for the purposes of the Crown Agency Act. 


Crown Controlled Corporation 


1. (e) **Crown controlled corporation’’ means a corporation that is not an agency 
of the Crown and having 50 per cent or more of its issued and outstanding 
shares vested in Her Majesty in right of Ontario or having the appointment. 


of a majority of its board of directors made or approved by the Lieutenant. 
Governor in Council. | 


L 


Inspection Audit 
I. (g) “‘inspection audit’’ means an examination of accounting records. 
EXAMINATION OF ACCOUNTS 


Consolidated Revenue Fund 
9.(1) The Auditor shall audit, on behalf of the Assembly and in such manner as. 
the Auditor considers necessary, the accounts and records of the receipt and. 
disbursement of public money forming part of the Consolidated Revenue: 
Fund whether held in trust or otherwise. 





(2) 


| 











(4 


— 


} 
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Igencies of the Crown and Crown Controlled Corporations 


Where the accounts and financial transactions of an agency of the Crown 
are not audited by another auditor, the Auditor shall perform the audit, and, 
notwithstanding any provision of any other Act, where the accounts and 
financial transactions of an agency of the Crown are audited by another 
auditor, the audit shall be performed under the direction of the Auditor and 
such other auditor shall report to the Auditor. 


Where the accounts of a Crown controlled corporation are audited other 
than by the Auditor, the person or persons performing the audit, 


(a) shall deliver to the Auditor forthwith after completion of the audit a 
copy of their report of their findings and their recommendations to the 
management and a copy of the audited financial statements of the cor- 
poration; 


(b 


— 


shall make available forthwith to the Auditor, when so requested by the 
Auditor, all working papers, reports, schedules and other documents in 
respect of the audit or in respect of any other audit of the corporation 
specified in the request; 


(c 


—_ 


shall provide forthwith to the Auditor, when so requested by the Audi- 
tor, a full explanation of work performed, tests and examinations made 
and the results obtained, and any other information within the knowl- 
edge of such person or persons in respect of the corporation. 


Where the Auditor is of the opinion that any information, explanation or 
document that is provided, made available or delivered to him by the audi- 
tor or auditors referred to in subsection (2) or (3) is insufficient, the Auditor 
may conduct or cause to be conducted such additional examination and 
investigation of the records and operations of the agency or corporation as 
the Auditor considers necessary. 


UBMISSION OF ANNUAL AND SPECIAL REPORTS 





2.(1) The Auditor shall report annually to the Speaker of the Assembly after 


each fiscal year is closed and the Public Accounts are laid before the 
Assembly, but not later than the 31st day of December in each year unless 
the Public Accounts are not laid before the Assembly by that day, and may 
make a special report to the Speaker at any time on any matter that in the 
opinion of the Auditor should not be deferred until the annual report, and 
the Speaker shall lay each such report before the Assembly forthwith if it 
is in session or, if not, not later than the tenth day of the next session. 


SONTENT OF ANNUAL REPORT 





2.(2) In his annual report in respect of each fiscal year, the Auditor shall report 


on, 
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(a) 


(b) 


(c) 


(d) 


(e) 


(f) 
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the work of the Office of the Auditor, and on whether in carrying on 
the work of the Office the Auditor received all the information and 


explanations required; 


the examination of accounts of receipts and disbursements of public 
money; 


the examination of the statements of Assets and Liabilities, the Con- 
solidated Revenue Fund and Revenue and Expenditure as reported ir 
the Public Accounts, and shall express an opinion as to whether the 
statements present fairly the financial position of the Province, the 
results of its operations and the changes in its financial position i 
accordance with the accounting principles stated in the Public 
Accounts applied on a basis consistent with that of the preceding fisca 
year together with any reservations the Auditor may have; | 


all special warrants issued to authorize payments, stating the date 0 
each special warrant, the amount authorized and the amoun 
expended; 


all orders of the Management Board of Cabinet made to authorize pay 
ments in excess of appropriations, stating the date of each order, ta 
amount authorized and the amount expended; 


such matters as, in the opinion of the Auditor, should be brought to th 
attention of the Assembly including, without limiting the generality c 
the foregoing, any matters related to the audit of agencies of th 
Crown or Crown controlled corporations or any cases where the Aud’ 
tor has observed that, 


(i) accounts were not properly kept or public money was not full 
accounted for, | 


(ii) essential records were not maintained or the rules and procedure’ 
applied were not sufficient to safeguard and control public proj; 
erty or to effectively check the assessment, collection and prop' 
allocation of revenue or to ensure that expenditures were mac 
only as authorized, 


(iil) money was expended other than for the purposes for which it wi 
appropriated, | 


(iv) money was expended without due regard to economy and eft 
ciency, or 


(v) where procedures could be used to measure and report on t) 
effectiveness of programs, the procedures were not establish’ 


or, in the opinion of the Auditor, the established procedures we 
not satisfactory. | 





| 
| 
| 
| 
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a 
INSPECTION AUDITS 


13.( 1) The Auditor may perform an inspection audit in respect of a payment in 


the form of a grant from the Consolidated Revenue Fund or an agency of 
the Crown and may require a recipient of such a payment to prepare and to 
submit to the Auditor a financial statement that sets out the details of the 
disposition of the payment by the recipient. 


ASSISTANCE TO STANDING PUBLIC ACCOUNTS COMMITTEE 


16. At the request of the Standing Public Accounts Committee of the Assembly, 


. 


\ 


the Auditor and any member of the Office of the Auditor designated by the 
Auditor shall attend at the meetings of the committee in order, 


(a) to assist the committee in planning the agenda for review by the commit- 
tee of the Public Accounts and the annual report of the Auditor, and 


(b) to assist the committee during its review of the Public Accounts and the 
annual report of the Auditor, 


and the Auditor shall examine into and report on any matter referred to him in 
respect of the Public Accounts by a resolution of the committee. 


SPECIAL ASSIGNMENTS 


17. The Auditor shall perform such special assignments as may be required by 


; 
\ 


the Assembly, the Standing Public Accounts Committee of the Assembly, by 
resolution of the committee, or by a minister of the Crown in right of Ontario 
but such special assignments shall not take precedence over the other duties 
of the Auditor under this Act and the Auditor may decline an assignment by a 
minister of the Crown that, in the opinion of the Auditor, might conflict with 
the other duties of the Auditor. 
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EXHIBIT 2 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES | 


The Accounting Basis 


The following financial statements, prepared using the concept of a Consolidated Revenue 
Fund, have been designed primarily to provide an accounting of the financial resources appropriated 
by the Ontario Legislature. The fundamental requirement to report compliance with legislative 
authority results in a presentation of financial information in a manner significantly different fro 
that used in the private sector. The accrual basis of accounting used in the private sector best reflects 
the costs incurred to earn revenues; the policies and practices followed by the Province under whick 
the financial transactions of government ministries are recorded and displayed as Consolidated Rey- 
enue Fund cash inflows and outflows best accommodates reporting to the Legislature. } 

The cash basis of accounting used by the Province is modified to allow for an additiolial 
thirty days to pay for goods and services pertaining to the fiscal year just ended. In this regard, pay- 
ments to employees for the pay period which overlaps the fiscal year end date are apportionec 
between the two years. Cash inflows, on the other hand, are closed at March 31 for cash received 01, 
in transit. With respect to provincial crown corporations, agencies, boards and commissions, the 
financial statements of the Consolidated Revenue Fund reflect only the extent to which their opera’ 
tions have been financed or have contributed to the Fund for the year. 


Classification of Transactions 


The transactions of the Province of Ontario are presented in summary form according te 
the four distinct areas of government activity through the Consolidated Revenue Fund. ) | 
‘*Budgetary Transactions’ are operational activities which include the revenue | 
raised through taxation, premiums, fees, licences and permits, payments from the rodelall 
government under fiscal arrangements and shared-cost programs and income from invest — 
ments. Expenditures on government programs include payments for goods and services, 
interest on the public debt, salaries, transfer payments to individuals, municipalities ane 


institutions, subsidies and grants, and the acquisition or creation of fixed assets. 


‘*Non-Budgetary Transactions’’ are the lending, investment and trust adminis 
tration functions which include, as distinct from expenditure, the government lending anv 
investment activity in various crown corporations, agencies and municipalities. All 0) 
these loans and advances are repayable or represent equity holdings supported by th’ 
assets of the corporations. Also included in this category is the activity within deposit 
trust and certain special purpose accounts. ‘‘Disbursements’’ is the term used to describ} 
the lending and investment transactions of the government. ‘‘Receipts’’ consist of th) 
repayment of loans or recovery of investments. ‘‘Credits’’ is the term used to describ: 


payments into deposit, trust and special purpose accounts. Payments made from thes: 
Same accounts are termed *‘Charges’’. . 


“Debt Transactions’’ are the borrowing and repayment transactions whic 
include obligations issued to both non-public and public sources of funds. . 


‘‘Ontario Hydro Transactions”’ relate to amounts borrowed by the Province 0. 
behalf of Ontario Hydro. The Province issues securities and advances the proceeds t 
Ontario Hydro in exchange for bonds with the same terms and conditions. Since thes 
transactions and the ensuing retirement and debt servicing costs are the result of a finane 


ing alternative and are not a part of the Province’s own budget plan, they are classifie’ 
separately. 


Assets and Liabilities | 


The assets and liabilities reported in the financial statements are financial claims whic 

have been created by cash transactions. The recorded assets are claims by the Consolidated Revent — 
. . . . 

Fund on other parties. As indicated in the Notes to the financial statements, under current gover! — 
hy 


{ ( 


| 
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Ls 
ent policy, the funds required to repay some of the advances and loans included in the recorded 
issets are effectively provided out of future provincial expenditure appropriations. The liabilities are 
‘laims by other parties on the Consolidated Revenue Fund. Since expenditures on fixed assets do 
jot represent financial claims on other parties and are not considered to differ from any other service 
o the public, they are not reported as assets but are expensed as budgetary items in the year of 


) acquisition. 


, | Debentures, notes and treasury bills are recorded as liabilities at the face value of the debt 
nstrument, and discount, premium and commission expenses are treated as current year budgetary 
ransactions. The general resources of the Province are used for the continued orderly retirement of 
ebt and no sinking funds are maintained for this purpose. 
: 





The contingent liabilities of the Province consist of guarantees by the Treasurer of Ontario 
of debt instruments issued by provincial agencies, boards and commissions and bank loans under 
certain government programs. Other significant commitments and liabilities are disclosed in the 
Notes to the financial statements. 

The net debt of the Province is the excess of liabilities over recorded assets. It is also the 
accumulation of all budgetary deficits and surpluses since Confederation. The year-to-year change 
mm net debt is the amount by which budgetary revenues exceed or are less than budgetary expendi- 
cures. 

| 
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STATEMENT OF CONSOLIDATED REVENUE FUND 
for the year ended March 31, 1982 














($ millions) 
Budget Actual Actual 
1982 1982 1981 
Opening Balance 
Cash and temporary investments . BVIELS 1,569 
Budgetary Transactions 
Reventie 2 case ete eaerern 17,458 17,884 15,549 
Expenditave: a ..0sacs, toasty 18,980 19,651 (16,836 
Budgetary deticitecs.es ss Cle22) (Lon) (1,288 
Non-Budgetary Transactions 
Loans, Advances and Investments 
Receiptsec.iermncecciamnins 290 342 310 
DiISDUYSEMENIS 2.4.00 accor oncnss 226 544 264 
Net (Increase) Decrease in 
Loans, Advances and 
Investments mans -cs cee 64 (202) 46 
Trust Administration Functions 
Crenste ec er haere eee 655 660 611 
CATIES anced eee ethan’ s 194 194 173 
Net Increase in Trust 
Administration 
FURCHODS tote eds cots 461 466 438 
Non-Budgetary Transactions ) 
COIN eee al ee 525 264 484 
Net Cash Requirements ................ (997) (1,503) 803 | 
Debt Transactions | 
Proceeds: of (asic nese toe 2 1,260 1,439 | et 8S 
Retirements of Loans”. ....;.45.0.0: 73 76 169 
Debt Transactions (net) ...... 1,187 1,363 968 
Ontario Hydro Transactions 
Proceeds of Debentures ............ 1,450 500 
Retirements of Debentures ........ 110 92 | 
EEO cs en a Aa \ 
1,340 408 
Related Advances, Interest and 
Recoveries... 2 eee (1,340) (408) | 
Ontario Hydro Transactions 
DED) Roan oa tale Meee ee 
Closing Balance : 
Cash and temporary investments . 1,594 1,734) 
aes a 
See accompanying Summary of Significant Accounting Policies and Notes to the Financial | 


Statements. 








EXHIBITS 


STATEMENT OF BUDGETARY REVENUE 


for the year ended March 31, 1982 
($ millions) 


Taxation 

BCPROUAL INCOME, PA Ke cy ciacr sve fees yin dd cans 
OLS EIBSE TEES 4 Gane Moy PSE Re ge a 
ESOT DOLALIONS A AX, She mlelec 8 yecnwaues tveaes iss: 
SGT Tay No SP aa oe ee 
BRRDUCCO. PAKS f citesinues tee ey vee sesida Aad ees 


MATA CE CASTOR AN Tica cate Shan tubay inked sh biases 
ee | Wig Te OS 2 ar OE Ar er 
BANU Per OLES: AX nat ot arkansas deo teheet cesses 
SUG EIS TOT BU SEO Rae ee ee 
Eaplic Utilities INCOMG-LaK: .assissssseescsvad-- 


Federal Government Income Tax Revenue 


EESTI? TT eho ® Dag eR nD 
(LTO) BO ee Sa Ot a 


Other Revenue 
Premiums—Ontario Health Insurance Plan .. 


Profits from Crown Corporations and Boards 


Liquor Control Board of Ontario ........ 
Ontario Lottery Corporation .............. 
BR prtcle TEQistl ation LCS ai b.dilanse> sadakcaleles bus 


Liquor Licence Board of Ontario—revenues 


ier fees and LICENCES vc cssuasiecee cnocseecenssos 
Res ANG ONAILICS cory testiey seseen isis casheee ii 
BPE meEVICG CNALGES. ec diasiges dao Je oa acs cass 
BO VANIIOS - ccwrccccesccee te Pe ee ee eS 
SET Ye RRC ET ESI Fg 
ESTE a geal sai ga cael ay Sl fide ed a 


Government of Canada 


} 


i 
| 
| 


iT 
| 


‘if 


Established Programs Financing 


Ce ee ONT IU ON ete es active no 


TYGER epee lp a ROR tse rr 


Interest on Loans, Advances and Investments . 


‘Total Budgetary Revenue 


| 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


| Statements. 
| 


| 
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eee eee oseee 
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ee were eer ee 
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ey 
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oe eee eee oee 
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eee eee eeee 
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eee reer eeee 























Budget Actual 
1982 1982 
4,380 4,928 
2,831 2,853 
1,962 1,769 

Joe T39 
343 345 
153 172 
110 129 
60 a0 
140 56 
5 9 
34 8 
3 1 

10,773 11,088 

1,194 Lei/9 
483 502 
122 137 
340 296 
138 170 
186 179 

aa 76 
60 13 
78 67 
64 64 
105 tee 

2,847 2,865 

2,147 2,044 
256 257 
582 630 
115 124 
254 Doo 

3,354 3,308 
484 623 

17,458 17,884 
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STATEMENT OF BUDGETARY EXPENDITURE 


for the year ended March 31, 1982 
($ millions) 





























Budget Actual Actual, 
1982 1982 1981 
Social Development Policy Field a | 
TG AlEhY Rss he eis osc od atrev eens eee aie cae erga ete BP! 5,776 4,860. 
Edticatione sees tit: \-saeyee noes tre eee eran 2,973 3,045 2,604: 
Communitysand Social ‘Services... .c,aver iss seeencn 1.653 1,770 1,527) 
Collegesrand Universities \...59¢2enescusese, sone me ere 1,672 1,670 1,542) 
Culttire and Recreation teu. acevon eels cae ea ee 203 221 203 
Social Development. Policy v.00... sscisc meee earns o 4 3| 
12,036 12,492 10,739 
Resources Development Policy Field 
Transportation and Communications ..................66. LF je Pes, 1,212) 
Municipal Affairs and Housing .....................00008 939 LEP 705. 
Natural [RESOUrCES! 0.21 esc paul ac cas taeen een ve cette eee O22 363 349 
Aoniculture- and Hood ..4.....<ansaaseee octane eee 191 273 180. 
FURVITONIMCHE so rcirva av ane ouniy dhics anne oe tee mtenee en meme rete 202 242 182. 
incustry) ancy: LOUTISTY <e5. 2 eee led ap cereaey ee ee ee 87 89 81 
TeabOur eed terete Re ce age ee 56 59 51! 
PEED Ven netee cia a males pantesbt ye ev eet he eee ee 44 4] 2¢' 
Resources Development Policy 2).74., onus eee 3 3 Zi 
3,098 3,388 2, 788i 
Justice Policy Field 
Solicitor General tram eamne eos Ge eee 225 248 211. 
Attomey, Genetal igor aed 8 ca eeseat oe in oe eee 184 206 182. 
CotrectionalaServices: una nc ies vie ee ee 163 174 15} 
Consumer and Commercial Relations ................... 80 86 oe: 
JUSHiCesPGlicy. 7a ')unme etic die ee nat ee 1 1 | 
653 ak 62:, 
General Government 
Revenue sir a an err ee eter hee a 322 218 7) 
CHO VETHINENE SERVICES etalk cp eset) net 294 310 
INOrtie yA UL Ait Sits und Secs cook ae hicks Ace eee eee 156 169 
Lteacsuryeand ee CcONOMuCG#. jog iar. ee 158 144 
Olficeiot ihe Assembly. (vu... ane tee eee 28 35 
Intergovermmental. Alfaire crete eee 4 5 
OUD Cts ee elu eee nue Galery pe Ohee sy bs ne 28 24 
jee) Boks) 1,224 
Public Debt—interest ...000000000 ooo ooooooeocccecee cece, 1-823 832 
Contingency Fund (Note 10) ...................00............. 185 
Total Budgetary Expenditure ................................. 18,980 19,651 











See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 











EXHIBITS 


for the year ended March 31, 1982 
($ millions) 




















Budget 
1982 
oans, Advances and Investments 
Receipts 
Corporations, boards and commissions 
The Ontario Education Capital Aid 
i CC OPDOLANOM ey Com eran cents Sy Atv og 3 82 
The Ontario Universities Capital Aid 
COrporabign ua ror Heke Nahata of 
Development Corporations .................... pap 
Ontario Mortgage Corporation ................ 18 
Ontario Landucorporatione aiahiseiss ibis: 18 
t The Crop Insurance Commission of 
| IME ole bert. <2) SN ee ire eel och ED ee 1 
Ontario Housing Corporation ................. i 
| SOLENT NARU Cee Glee ie 6 
| Water Treatment and waste control facilities ..... 65 
BIO ais MD ANMOICID AUER, ek bk. sect os bas esx 44 27 
| Other loans and investments ...................00085 19 
| 290 
| Disbursements 
Corporations, boards and commissions 
Ontario Energy Corporation .............0..++. 
| Development Corporations:3.2. Ae Se 35 
DIED eres cl eon iatieh dah eg OD. ip 
Ontanoland Corporation fois fesse sisenns esis: 14 
| Ontario Housing Corporation ................. 3 
| Urban Transportation Development 
t COOMDOLAtON LC ree rane tatu wea tare 
I Th es Ri, Aaah is a ee A oe eae 4 
Water treatment and waste control facilities ...... 126 
RPO AIISM TUNIC (Da IGS neice wn rene hee « 28 
Othemloansiand mMVestMents ./..,...054 cc sweusse ss 1 
226 
let (Increase) Decrease in Loans, Advances and 
BENE SEIMENCS ie fo ee cna piers comiahbvaads Soke veg 64 
‘rust Administration Functions 
| Credits 
| SDL TNA tie Pea pene il aryl 2 Sa RRO tere 411 
Deposit, trust and reserve accounts ................ 204 
The Province of Ontario Savings Office 
PCDOSUS—-NEE NCTC ASO ee ecs (oases ack epics 40 
655 
' Charges 
| PZCHISUOS TUNG ce ce wieey cent Oe eae eee cue sgt y tens 105 
Deposit, trust and reserve accounts ..............+. 89 
| 194 
Net Increase in Trust Administration Functions ......... 461 
“otal Non-Budgetary Transactions ......................665. S20 





| 


tatements. 





STATEMENT OF NON-BUDGETARY TRANSACTIONS 





264 








‘ee accompanying Summary of Significant Accounting Policies and Notes to the Financial 
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STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1982 
($ millions) 


Budget Actual Actual 
1982 1982 1981 — 


Proceeds of Loans 














Non-public 
Canada Pension Plan Investment Fund ............ 600 769 538 
Teachers’ Superannuation Fund ...............++++ 655 670 569° 
Canada Mortgage and Housing 

Corporation—waste control loans ............ *) 30° 
Total Proceeds of Loams ..................0ceceeneeeeeneeeeneees 1,260 1,439 15137} 
Retirements of Loans 

Nome pute, 4 gvicussny<ivdhe sibs caved oO aen eae ten oenmnane 12 14 26. 

Public | 
For general purpOSes ........0ssdceensacescanseweneers 61 62 143. 

Total Retirements of Loans ...................:seeeeeeeeee eens oe 76 169 
Debt Transactions (net) ..............cccececeeceereeeeeceeeeees 1,187 1,363 68 








STATEMENT OF ONTARIO HYDRO TRANSACTIONS 


for the year ended March 31, 1982 
($ millions) 





1982 1981 








Proceeds of debentures (public) .0.5.c, otteccaeessecna, sees use eee ee 950 

Bs (non-public) scm vessavs hocanae ene nee 500 500. 

Retirements of debentures (public) (0.3: 022-cets <0 ce ee ee (110) 92 

Net increase in debentures for Ontario Hydro purposes .................065 1,340 408 { 

Related advances, interest and recoveries | 
Loans'to Ontario Hy deo. .434si0.0 ecto ee 1,450 500° 
Interestion debentuiress 5. 5 2oix.. ciate tet 421 355. 
Recovery of interest and debenture retirements ..................0.00+ (531) (447 | 

Related advances, interest and recoveries (net) ..............scesececeeeeeees 1,340 408 





See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 
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EF Pa SURE Ean 
STATEMENT OF ASSETS AND LIABILITIES 


as at March 31, 1982 
($ millions) 






































| 1982 1981 
Assets 

Cash and temporary investments (Note 1) .............ccccccccececcceccccceee 1,594 1,734 
Advances to Ontario Hydro, secured by bonds (Note 2) ................4.. 5,530 4,190 
Advances and investments—other corporations, boards and 

BT SIONS UN OLC0 3) een a alert ma thntyy h cathe cs eek eo dadce ons vaackececs. 4,349 4,131 
Investments in water treatment and waste control facilities (at cost less 

EVE TIC S NOUS ee clita il la aces ue )'th vueicnda lh os bunanlece ood 1 Lis 116 
MC CE ae oe Se et gc ret oe bho 84 vr aidons bck cn sa Seo has 369 367 
mumer loans and investments (Note 5) ......:.......ss0ssercsaedeerbecieccnsccer 194 ale 
RPMI ICU ASSO LG yet CIR iia Se vealed va tie ctdaeseleivccesccats | eee eg 11,750 
osc siscévtcssstacsen's 13,755 11,988 
26,906 23,738 
| Liabilities 

Deposits with The Province of Ontario Savings Office ..................0.. 654 623 
eo WEED GISECPE SY Ic 7 lh ah ee 2,407 2,090 
ERITUIEUISE ANG TECCT VG ACCOUIUS 42). cirantsusrsascssssiaseconesevensessnces 23 605 
EIA Te gays ah yan fa snch ake dd 0d twat oogis yvveavncees 15 
Re ANC TONES (NOL) cee cada ucesi ica edsa ress osasni cede ccrsevecvcsseens Je? 20,405 

26,906 23,738 

Contingent PADLECOG HM INGLG 1 le meen einer A Cale kk Mbive, osesas allele esi 8,966 S20 
| 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 

Approved on behalf of the Ministry of Treasury and Economics: 

T. CAMPBELL, Deputy Treasurer of Ontario and Deputy Minister of Economics. 

i 


G. McINTYRE, F.C.A., Assistant Deputy Minister, Office of the Treasury. 
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NOTES TO THE FINANCIAL STATEMENTS | 
(all figures in millions of dollars) | 


t 
| 
| 
\ 
{ 
| 


Cash and Temporary Investments : 
Temporary investments are recorded at cost and are predominantly short-term securities issued 
or guaranteed by Canadian chartered banks. Also included are debentures and bonds issued or | 
guaranteed by the Province which, at March 31, 1982, had a cost value of $53 million (1981 


$60 million) and a market value of $40 million (1981 $48 million). 


. Advances to Ontario Hydro 


The Province, in addition to guaranteeing Ontario Hydro debt obligations, has issued $4,530. 
million (1981 $3,690 million) of U.S. dollar debentures on behalf of Ontario Hydro which have 
been recorded at par. At March 31, 1982 the Canadian dollar equivalent was $5,573 million 
(1981 $4,380 million). The Province has also borrowed $1,000 million (1981 $500 million) for 
Ontario Hydro from the Canada Pension Plan in Canadian funds. The proceeds of all such bor- | 
rowings have been advanced to Ontario Hydro in exchange for bonds with the same terms and, 
conditions as the securities of the Province. 


. Advances and Investments—Other Corporations, Boards and Commissions ! 


1982 1981 

The Ontario Education Capital Aid Corporation ...............6.sees: $1,114 $1,196 
The Ontario Universities Capital Aid Corporation .................++5. Dau 1,144 
Ontario Mortgage Corporation ..fc5iti rss cca eeestqemnenetee este ee 549 568 
Ontario Land (Corporation <3 .c0ccce..csetas ars deaannc te nese 519 517} 
Ontario. Enérey: Corporation: cic (ive seas cane econ peed ee seg pean ee 34] 16 
Development Corporations... 7...5..:-.1.eeeteer etm yn teeter eames 212 240! 
Ontario. Housing Corporations .s1..<cneesaen caeee Dateaan ome cere er 190 190 
OLis to eReMA Nm te ctana ene PMB pyr Sr Un ort Env ery Ceicccnn tice 251 260. 
$4,349 $4,131. 











The Ontario Education Capital Aid Corporation had received advances from the Province until 
March 31, 1980 to purchase bonds or debentures issued by school boards for capital expansion _ 
programs. The securities held by the Corporation are the obligations of the individual school’ 
boards. However, under current support arrangements for local school boards, an average ol 
75% of approved debt charges are subject to provincial grants. Effective April 1, 1980 the loan i 
program was replaced by grants to school boards from the Ministry of Education. The Corpora: 
tion will continue to administer the repayment of the outstanding loans. 


The Ontario Universities Capital Aid Corporation had received advances from the Province! 
until March 31, 1978 to purchase bonds or debentures issued by provincial universities, col. 
leges, the Art Gallery of Ontario, the Royal Ontario Museum and municipalities on behalf 0: 
public libraries, for approved capital construction projects. The securities held by the Corpora: 
tion are the obligations of the issuing institutions. Effective April 1, 1978 the loan program wa! 
replaced by grants from the Province to the institutions. Included in these grants was an amoun 
of $112 million (1981 $114 million) from the Province to cover the amounts of principal an i: 
interest due to the Corporation from institutions other than municipalities on behalf of public 
libraries. The Corporation will continue to administer the repayment of the outstanding loans. | 


The Ontario Mortgage Corporation has used advances from the Province to provide primar 


ie faa vat! mortgage financing for eligible persons. No new loans have been made since 
| | 


The Ontario Land Corporation was established to assemble land for new communities anv 
industrial parks. In 1978 the Corporation’s objects were broadened to include land develof | 
ment. The Province charges no interest on advances being used to finance land holdings. A 
March 31, 1982 these advances were $402 million (1981 $399 million). 


, 
f 
Vi 
} 
\ 
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The Ontario Energy Corporation was established to invest and participate in energy related 
projects. The Province has made loans to and investments in the Corporation totalling $341 mil- 
lion, including in 1981 a $325 million non-interest bearing demand loan to finance the purchase 
of one-half of approximately 25% of the common shares of Suncor Inc. by Ontario Energy 
Resources Limited, a wholly owned subsidiary of the Ontario Energy Corporation. 


The Ontario Development Corporation and the associated Eastern Ontario Development Cor- 
poration and Northern Ontario Development Corporation provide loans and arrange for provin- 
cial guarantees of bank loans to qualified enterprises. The Province has purchased an equity of 
$7 million and has advanced all funding for the lending programs of the Corporations. Through 
its budgetary expenditures, the Province also transfers to the Corporations an amount to defray 
the costs of all administrative expenses, loans made at low interest rates, certain loan forgive- 
ness, honouring guarantees, and writing off loans and losses. In 1982 these transfers amounted 
to $31 million (1981 $24 million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and the Canada Mortgage and Housing Corporation. 
Assisted housing and rent supplement operations are subsidized under a cost-sharing arrange- 
ment with the Canada Mortgage and Housing Corporation. The Province’s share of the subsidy 
for the calendar year 1981 was $138 million (1980 $121 million). 


. Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage 
systems to serve municipalities. These investments are being recovered over the life of the 
agreement with the municipalities. Agreements covering $1,024 million of the investment are 
for provincially-owned projects which are subject to service rate billings. The proceeds from 
billings are used to amortize the investment over periods up to forty years, to pay for operating 
costs and to provide a return on the investment. Certain other agreements provide for the accu- 
mulation of the principal portion of annual amortization payments in a sinking fund. The accu- 
mulated balance in such funds (included in deposit, trust and reserve accounts) was $46 million 
at March 31, 1982 (1981 $44 million). Since 1978-79, the Province has changed its policy and 
is phasing out investments in favour of assisting municipalities by direct grants. 


. Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction loans to 
public hospitals amounting to $181 million (1981 $198 million). During the current fiscal year, 
the Province made grants of $16 million (1981 $18 million) to assist public hospitals in meeting 
principal and interest payments. No new loans have been made since 1978 when the Ministry 
changed its public hospitals capital financial support program from loans to grants. 


. Pension Funds 


1982 198] 
Public Service Superannuation Fund ........2..........++scnererneesaeies $2,387 $2,072 
Legislative Assembly Retirement Allowances Account ............... 20 18 
$2,407 $2,090 








The Province maintains accounts within the Consolidated Revenue Fund for all contributions 
and interest earnings less pension payments for both the Public Service Superannuation Fund 
and Legislative Assembly Retirement Allowances Account. The amounts recorded by the Prov- 
ince are essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1979, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 
1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 
million is required to be credited annually in accordance with the Pension Benefits Act. 
2. Residual unfunded liabilities of $233.5 million which are required to be amortized by 
annual payments of $33 million until January 1, 1990 and $32 million on January 1, 1991 
and 1992. 


i 
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As at March 31, 1982, the Province had made all scheduled payments. | 











An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 
31, 1982 revealed a deficit of $702 thousand. 


7. Debentures and Notes 














1982 1981 
Payable in | 
fp) ee ot ae aS ee ee ee 
Years of United 
Maturity Canadian States Deutsche 
March 31 Dollars Dollars Marks Total Total 
1982 $ $ $ $ $ 10m 
1983 122 125 7 254 254, 
1984 106 82 ft 195 195 
1985 103 3 106 106 
1986 212 99 3 314 316 
1987 343 3 346 
1-5 years 886 306 23 1215 980 
6-10 years 2,635 444 , 3,082 2,520 
11-15 years 5,040 29 5,069 4,478 
16-20 years 8,044 a2 8,556 7,906 
21-25 years 1,775 1,286 3,061 2,491 
26-30 years 58 1,971 2,029 1,912 
31-35 years 73 73 69 
36-40 years 37 3d, 47 | 
$18,548 $ 4,548 $ 26 $23,122 $20,405 








I 
f 


The U.S. dollar debenture liability of $4,548 million (1981 $3,709 million) is recorded at par | 
with the Canadian dollar and with the exception of $17.6 million (1981 $18.1 million), has. 
been incurred on behalf of Ontario Hydro. At March 31, 1982 the Canadian dollar equivalent) 
was $5,595 million (1981 $4,401 million). As explained in note 2, the Province holds an asset ‘ 
of U.S. dollar bonds of Ontario Hydro recorded at a par value of $4,530 million (1981 $3,690) 
million). These bonds have the same terms and conditions as the securities of the Province, 
with a Canadian dollar equivalent as at March 31, 1982 of $5,573 million (1981 $4,380). | 


The Province has borrowings of 89.2 million (1981 114 million) Deutsche Marks recorded at 
$26 million (1981 $33 million), the Canadian dollar equivalent at the time of issue. At March 


31, 1982 the Canadian dollar equivalent was $45.4 million (1981 $65 million). | 
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The Province is guarantor of certain obligations as follows: 





} 





























1982 1981 
Debentures, bonds and notes 

RO at OAV EO ee ee see Mas Fah dei) sigh «slo cissnl vs, pae's vbikn sien.) $8,453 $8,150 
| PD CT PEO VAMCI Ab CLOW ABC GIES sa cdilen ne ccc acs Aosdse « veltiicay 6.054 068A volo 5 S, 
8,458 8,155 
__ Bank loans guaranteed 
| PLOVER C IAL CLO Wil AMEN CIES Matti csc nidid pais <a ¥aigd bad ok va owen satis seg 2 3 
| Corporations and individuals through various government 
POPOR aS oertegg cette tet tae ie eet coed a frsSa ohne uth aie nih 128 99 
130 102 
, Other guarantees 
| Rea OM ere Putte 5 ates evar diGk a dae oc ae oes + varcinnesess 378 

$8,966 $8,257 


‘9. Teachers’ Superannuation Fund 


Through the budgetary expenditures of the Ministry of Education the Province makes annual 
contributions to the Teachers’ Superannuation Fund (which is administered by the Teachers’ 
__ Superannuation Commission) equal in amount to contributions by members. Further, the Prov- 
| ince is committed to paying any deficiency in the Fund. 

| 


Based on the latest actuarial report as at December 31, 1978, the Teachers’ Superannuation 
' Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $23 
million is required to be credited annually in accordance with the Pension Benefits 

, Act. 

2. Residual unfunded liabilities of $768 million which are required to be amortized by 

annual payments of $97 million until December 31, 1989 and $94 million on December 

31, 1990. 


As at March 31, 1982 the Province had made all scheduled payments. 


10. Budget Figures 


| The comparative budget figures in the financial statements are from the 1981 Ontario Budget 
__ which was presented by the Treasurer of Ontario to the Legislative Assembly on May 19, 
1981. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure is a provision 
for the cost of salary and employee benefit revisions likely to be approved in the fiscal year. 
These revisions, when paid however, are charged to each ministry’s appropriations. 


11. Comparative Figures 


| The 1981 comparative figures have been reclassified where necessary to conform with the 1982 
financial statement presentation. 
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PROVINCIAL AUDITOR’S OPINION 





March 31, 1982 and the statements of consolidated revenue fund, budgetary revenue, budgetary 
expenditure, non-budgetary transactions, debt transactions and Ontario Hydro transactions for the | 
year then ended. My examination was made in accordance with generally accepted auditing stan- | 
dards, and accordingly included such tests and other procedures as I considered necessary in the cir- 


| 

i 

cumstances. 
} 


i 
| 
I have examined the statement of assets and liabilities of the Province of Ontario as at ! 


In my opinion, these financial statements present fairly the financial position of the Prov- _ 


ince as at March 31, 1982 and the results of its operations and the changes in its financial position | 
for the year then ended in accordance with the stated accounting policies set out in the Summary of) 
Significant Accounting Policies on page 1-2 of Volume 1 of the Public Accounts, which have been 
applied on a basis consistent with that of the preceding year. 


In accordance with section 12 of the Audit Act, a report will be made to the Speaker of the | 
Legislative Assembly. 


D. F. Archer, F.C.A,, | 
Toronto, September 7, 1982. Provincial Auditor. | 





SE ae 


| 
| 
| 
| 


mo, 1982 
me LIOL 
6, 1982 
6, 1982 
>, 1982 
6, 1982 
ma, 1982 
1952 


Bio, 1982 


June 29, 1981 


July 


6, 1982 


ec. 22, 1981 


Jan. 


1, 1982 
6, 1982 


6, 1982 
eS, 1982 
6, 1982 


m3, 1982 
mo, 1982 
6, 1982 
ao, 1982 
6, 1982 
6, 1982 


pt7, 1982 
mis, 1982 
B17; 1982 


p16, 1982 


B13, 1982 
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EXHIBITS 


MANAGEMENT BOARD ORDERS 
Amounts Authorized and Expended Thereunder 


Year Ended March 31, 1982 


Ministry 
Program and Activity 


Ministry of Agriculture and Food 


Ministry Administration Program 
PM ANIC TA SOL VAS ue thers oie odes cloces v.csbs cne 


Supply and Office Services 


SUDPIY ANd OLICOSEIVICES oo vnyer suc aecis steve 


Personnel Services 


Information Services 


LER UETIAS ESCA of STEVE ea ba aA ea 


Legal Services 


Agricultural Production Program 


Advisory Services 


PALIN AMCOME SiODIUZAION «usc vss ce sesnanes esses. 
Farm Income: Staiuzation)..\.:s vssg ce tae eds ees 
Other Assistance to Primary Food Production 
Other Assistance to Primary Food Production 
Other Assistance to Primary Food Production 


Agricultural Marketing Program 


Marketing 


Seem meee ee eee eee eee rere neers eeeseereeeresers 


Quality Control of Agricultural Products ...... 
Quality Control of Agricultural Products ...... 


Agricultural Education and Research Program 
PASUTIM St ACO skb wea tee have ya tkiyn os eyales 


Education 
Education 


Research . 


Seem mee meee ese reese reser eeeseseseeeeeeesene 


Commer eee eee reser eeeseereeseeeseeeseeseseseeee 


Peewee ee eee eee eres errr eeeeseesereereeseeeeoes 


Ce 


Ministry of the Attorney General 


Law Officer of the Crown Program 
PRIIOTITC V CICLO a Ele iy hPa Pilea n-ne teh bee 
PACER CTOMEE A Mere meen et Yai ationns vas disies sc 


Deputy Attorney General 
Deputy Attorney General 
Deputy Attorney General 
Policy Development 
Policy Development 


eee weer een ere r sesso eores 


Ce 


eee wre ese rece ererreneeeres 


re ee 


Pe ee ee ee 


CoCo eee eee reer rerereeeeeeeeseses 


Seem eee eee reser ese one esereses 


Seem e eer eee eres reser eeseneeee 


CeCe ee eee reer eeeeseereseerseeeeeeseses 


See eee eee eee reeset erereeeereseses 


Authorized 
sn ee ae Be 
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eo sc 
EXHIBIT 3 


a ee 
Date of 
Order 


Expended 








$ $ 
187,500 182,931 
132,000 132,000 
35,000 29,377 
47,000 46,761 
268,000 268,000 
140,000 137,581 
149,000 147,038 
37,100 29,207 
1,701,000 1,206,070 
1,900,000 1,843,115 
1,565,000 1,565,000 
17,400,000 17,400,000 
15,000,000 15,000,000 
5,935,000 5,670,506 
270,000 178,854 
1,391,000 1,391,000 
260,000 254,417 
31,000 20,608 
556,100 556,100 
427,000 393,867 
1,185,000 1,185,000 
485,000 454,180 
85,000 62,803 
49,186,700 48,154,415 
54,000 54,000 
20,000 10,364 
54,000 54,000 
5,000 5,000 
3,000 2,041 
150,000 150,000 
44,000 38,529 
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Date of Ministry 
Order Program and Activity Authorized Expended | 
$ $ 
Ministry of the Attorney General (cont’d) 
Mar. 16, 1982 Law Research (Ontario Law Reform 
COmmmiSSiON) sem ies eee san tore enenteenes oar 42,000 a2 
Feb. 17, 1982 Royal Commissions ..........-sseeceeeseveenen ees 194,000 194,000 | 
Mar. 16, 1982 Royal Commissions 2.61 ana evnnems dena d= arlene 325,000 269,038 | 
Administrative Services Program | 
Feb. 17, 1982 Financial Services ic ccc een eae 210,000 199,948 
Feb. 17, 1982 Personnel’ Services 2.4 ¢.0e ss eet eae 67,000 67,000 
Apr. 13, 1982 Personnel Services ..4...isq leas a senpeea ewes 15,000 14,869 
Feb. 17, 1982 Analysis and Planning ....0..0.<.ccnsnseveeeree-— 6,000 6,000. 
Apr. 13, 1982 Analysis and Planning ...<0i0..sasssimeerseewerses 13,000 11,014 
Apr. 13, 1982 Systems Development Services ............-.+.- 40,000 38,812, 
Guardian and Trustee Services Program 
Feb. 17, 1982 Official Guardian: 62s eteecctoet eee 337,000 337,000: 
Mar. 16, 1982 Ofticial Guardian 225 os thee aes 80,800 80,788 
Feb. 17, 1982 Public: Trusted ics cecdaweey cake tikes eee ee 372,000 358,270) 
Feb. 17, 1982 Supreme Court Accountant 2.05. -isvssqese nee 35,000 32,042) 
Crown Legal Services Program 
Feb. 17, 1982 Criminal Law Divisions. occa eee 2,825,000 2,825,000, 
Mar. 16, 1982 Criminal: Law’ DivisiOm <4 ce eects ee 401,300 401,300. 
Apr. 13, 1982 Crmminal Law) DIVIsion ': csucsw ete cee ae ee 300,000 157,312h 
Feb. 17, 1982 Civil aw Division 7.4) oe ce see 250,000 202,733 
Legislative Counsel Services Program 
Feb. 17, 1982 Legislative Counsel Services .............s0ese0s 152,000 151,397) 
$ 
Courts Administration Program | 
Feb. 17, 1982 Propram Administration’ 2.2, aisbuer eters eee 57,000 39,080. 
rept /, 1982 Supreme Coun GhOntano ¢s2..4.00 960,000 960,000. 
Apr. 13, 1982 Supreme Court of Ontarid’s.. 2b ees 75,000 74,912. 
Feb. 17, 1982 County and District: Courts: t.24. ss 4,120,000 4,120,000. 
Apr. 13, 1982 County and. District. Courts. 2.4.4. eaneee es 290,000 289,839 
Feb.517, 1982 Small Claims: Courts teasrsvs as eee ee ee 413,000 413,000. 
Mar. 16, 1982 Small Claims: Coutts. ee eee 255,000 255,000' 
Apr. 13, 1982 emall-Clains Courts 37) 53,2..-:. cou 115,000 108,624, 
Feb. 17, 1982 Provinetal Coutts:c Ga ee 6,842,000 6,761,231. 
Administrative Tribunals Program 
Feb. 17, 1982 Assessment Review Court. .....is:..402-0ssaseees 484,000 477,130) 
Apr. 13, 1982 Assessment Review Gourt..5, 04g 15,000 —# 
Feb. 17, 1982 Criminal Injuries Compensation Board ........ 466,000 466,000. 
Apr. 13, 1982 Criminal Injuries Compensation Board ........ 30,000 28,848: 
Feb. 17,1982 Ontario Municipal Board ..........cc0ccccc000- 177,000 177,000 
Mar. 16, 1982 Ontario Municipal Board .................0cceee 90,000 89,782, 
20,384,100 19,920,910. 
Cabinet Office 
Cabinet Office Program i 
Appeals, 1982.9 PG Main Office 0. accor doen ee 136,000 101,738 
| 

















i! 
Jan. 26, 1982 


BLO, 1982 
mito, 1982 


E16, 1982 


25 1982 


£16; 1982 
. 16, 1982 


peo, 1982 


6, 1982 


23. 1982 


6, 1982 


mo, 1982 
3, 1982 


2 1982 
6, 1982 


B23, 1982 
13, 1982 


6, 1982 


m3, 1982 
p23, 1982 
. 30, 1982 
eid, 1982 
. 20, 1982 
me, 1982 
30, 1982 
mis, 1982 


6, 1982 


13; 1982 


6, 1982 


. 13, 1982 
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Ministry 
Program and Activity 


Ministry of Colleges and Universities 


University Support Program 
Program Administration 
Provincial Support for Universities 


ee eee eer eeoe 


ee ery 


eee eee eres 


College and Adult Education Support Program 
Provincial Support for Colleges of Applied 


Arts and Technology ............. 


Apprenticeship 


Schools for Nursing Assistants .... 
PREV ASOLY MO OUMICLIS or pibcuc sd hn audios « 


ee 


ey 


ce ey 


Ce ee ery 


ry 


Ministry of Community and Social Services 


Ministry Administration Program 


AMET E CRU] i (ts canine thet Renee, «pt Ea 


Supply and Office Services ......... 
Personnel Services’ vigicc. ci jeryesas: 


ee 


LGR AUISCIVICES pon yee eerie s cease tieees 
Systems Development Services .... 
Systems Development Services .... 
Social Assistance Review Board .. 
Social Assistance Review Board .. 


ee 


Ce 


ene e eer eeeenee 


a 


eee eee reer ece 


ee 


sere eer esseee 


ae 


Ce 


ey 


Adult and Children’s Services Program 


Policy and Program Development 
Policy and Program Development 


Pield Administration... ..c.:.0s.¢.0.05; 


Income Maintenance 
Income Maintenance 
Income Maintenance 


Adult Social Services ....0008...025 
Adult Social Services ................ 
Adult Social Services ................ 
CRMGIEN S SCCVICES J.) ances ses yeccn- 
(CHIGLEN S SCLVICES Gate cas ds estesese. 


ee ee 


ee 


ee ey 


eee ween ene nee 


seer weer oeeee 


ey 


ee eee eeeoeeee 


er 


eee ee ower sere 


eee eee eeseres 


ey 


ee eee eeeeeeee 


Developmental Services—Adults and 


CAC eT ae eee ae eee ass ses 


er 


Developmental Services—Adults and 


OCCT Troy aimee aap Pe te teinn 


Ministry of Consumer and Commercial 


Relations 


Ministry Administration Program 


PPAR ICO Ue ee | css ee cis os or adaeoae chet s 


Authorized 


159 


Expended 














$ $ 
21,400 19,040 
183,600 99,600 

144,800 ene 
1,593,300 1,578,856 
138,200 112,145 
60,800 35,637 
2,142,100 1,845,278 
107,400 75,698 
215,500 116,027 
281,100 250,887 
204,200 158,195 
96,000 46,704 
55,800 52,324 
935,600 935,600 
690,000 689,834 
79,900 79,900 
9,500 8,011 
445,800 291,686 

7,500 — 
671,600 667,193 
3,468 ,400 3,468 ,400 
2,010,900 2,010,900 
4,000,000 3,890,363 
921,300 921,300 
3,200,000 3,200,000 
710,000 607,579 
5,510,000 5,510,000 
2,511,600 2,498,782 
14,582,900 14,582,900 
70,500 46,387 
40,785,500 40,108,670 
344,500 322,528 
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Date of Ministry 
Order Program and Activity Authorized Expended | 





$ $ 


Ministry of Consumer and Commercial Relations (cont’d) 


Feb. 23, 1982 Financial Services: ica siks levees teers eee eee eee 399 ,900 388,593 | 
Mar. 23, 1982 Supplies and Office Services .............:..0+6 130,800 120,45] | 
Mar. 23, 1982 PersonmeliServices s\¢ sets arecccta moa ieee aces 154,300 149,178 | 
Mar. 23, 1982 Analysis and Planning ............-:-1:++seessee0 81,100 61,976 | 

Commercial Standards Program 
Mar. 23, 1982 Pension  Plats:in< asss0isu ame veeance mete oennaian 32,600 23,674 | 
Mar. 23, 1982 Financial Institutions, a...) scuseocee eae oe cae 205,000 202,004 
Mar. 23, 1982 Gompaniesins hte eb ts oan eee er eee ames 162,000 130,341 | 
Feb. 23, 1982 Business: Practices: iis. ciseeseersecectsamroeees ae 832,600 831,965: 

Technical Standards Program 
Mar. 23, 1982 Program Administration’ ....0c.s2.ssecesee ere sees 44,400 33,051. 
Mar. 23, 1982 Operating Engineers 44.9 2/s.00 es eo ae 12,800 8,391) 
Mar. 23, 1982 Pressute: Vessels Safety v0.5: .icccpeeecsnsentoccs 100,500 98,669 | 
Mar. 23, 1982 Blevatitig Devices 50 ..-crcangs seca ee 132,400 107,542. 
Mar. 23, 1982 Ruels. Safety citacnasdi artes eee cee 201,500 172,929 
Mar. 23, 1982 Upholstered and Stuffed Articles ............... 29,400 27 , 9555 


Public Entertainment Standards Program 
Mar. 23, 1982 Theatres, Lotteries and Athletics 
COMMISSIONS? Beaee seid ive ceca ares 23,700 18,590. 


Property Rights Program . 
Feb. 23, 1982 Real. Property: Registration mecccc.van. sarees 2,333,400 2,328,781. 
Mar. 23, 1982 Legal and Survey standards (sa. .a<crar neste 24,100 3,066 | 
Mar. 23, 1982 Personal Property Registration .................. 808 ,300 805,993 
Registrar General Program 
Jan. 26, 1982 Registrar General Gye secs nance eee 1,193,400 1,130,370 


Residential Tenancy Program 


Mar. 23, 1982 Residential Tenancy Commission .............. 77,400 74,189. 





7,324,100 7,040,236. 





Ministry of Correctional Services 


Ministry Administration Program 





Mar. 3, 1982 Matty ORIICE rays ac she lose Cane een 127,200 95,385 : 
Mar. 3, 1982 Financial Services. 2,12 once cee ie eee 442,900 391,152 
Mar. 3,1982 Personnel Services .........s.ccsscesceeseesseees 156,900 156,900. 
Apr. 13, 1982 Personnel (Services. .me.. see te, (oe 13,300 12,750% 
Mar. 3, 1982 Information Services =..-4.60e eee 68,900 48,552 | 

Institutional Program ! 
Mar. 3, 1982 Care, Treatment and Training )...4.seee 5,191,200 5,149,982 
Mar. 3, 1982 Institutional Program Support Services ........ 43,200 — | 
Mar. 3, 1982 Institutional Staff Training 4.0se eee 50,800 48,804 | 

Community Program . 
Mar. 3, 1982 Program: Administration: ont ee eee 11,000 6,542) 
Mar. 3, 1982 Probation and Parole Services .................. 1,750,700 1,750,432 | 
Mar. 3, 1982 Ontario Board of Parole Services ............... 93,300 92,078 | 
Mar. 3, 1982 Community Resource Centre Services 


paiaey den 76,400 75,209 | 





8,025,800 7,827, 780M 
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Date of Ministry 
~ Order Program and Activity Authorized Expended 





Ministry of Culture and Recreation 


Ministry Administration Program 








Apr. 13, 1982 RAAT Tete eto Ca gees nea ag tine aseal a's de Gnidia 44,000 — 
Mar. 16, 1982 PNATICI a SOLU ICC Sates ita Geiieies eae lo ae aieeiea a ba dk 68,900 56,701 
Apr. 13, 1982 Supply andiOMmice Services weac<ies «1. veesscnsss 41,300 39,524 
Mar. 16, 1982 Personne SET VICCS beer eaak ars dak tebe on chotenn 79,100 41,849 
Mar. 16, 1982 AMIE OME SEINICOS laze acre wre as sieeps ken y bain 6,500 iat 
Mar. 3, 1982 he PAU SCENIC CS Ngee eM orci sna ches nat 40,700 39,605 
Mar. 16, 1982 PUI SOLU ICOS tech eae hase ee ores sonsae hovers 57,800 29,874 
Mar. 16, 1982 Fie SCI NICCS te iae Fla ik eatin cick s saya aaslewn 665,000 643,420 
Mar. 3, 1982 Systems Development Services ................. 117,800 94,686 
: Heritage Conservation Program 
Mar. 16, 1982 DAFT Va ioe mee: Rect eh Sar eile wily hae vives on 175,000 172,295 
Mar. 3, 1982 Heritage Administration ..................200- 06: 2,498 ,200 2,376,514 
Mar. 3, 1982 TAUPON A HIBLOLICAL ILE S bs a ee aw alee ieate ck: 235,900 235,900 
Apr. 13, 1982 PION A EISTOLICAL PILES. usons es orca sve ceae ores 22,000 19,722 
Mar.16, 1982 Old Fort William ..............::csceeeeereeee 125,100 125,100 
‘Apr. 13, 1982 Os OLE WW UA Ule tte tee tec ay hs Actes nas! len npn bs 15,000 10,823 
| Arts Support Program 
iApr. 13, 1982 Cultural Development and Institutions ........ 690,500 644,919 
‘Mar. 16, 1982 CPE ATIO SC LORUS COIN iy ca he canoe sea csiiee tales 1,118,100 1,085,403 
Citizenship and Multicultural Support Program 
Mar. 23, 1982 Citizenship Development ..................1560+ 121,100 — 
Mar. 23, 1982 Special Services for Native Peoples ............ 117,500 28,5153 
Sports and Fitness Program 
Mar. 23, 1982 Program Administration ............:.ceseeeeeees 622,700 458,601 
|Apr. 13, 1982 RECTCATION ANG PIMESS Gees ies se cescavecscenreces 168,600 91,694 
Apr. 13, 1982 CrP ADA ENS OTE rue ea ee ei Misa cess ke vhs leek oe 168,000 41,525 
| Ministry Capital Support Program 
“Mar. 3, 1982 GAP ItAl SUPPOME se cn rwicvivn eaten gent eigen ania 2 nee 18,889,500 18,826,869 





26,088,300 25,063,177 
Ministry of Education 





| Ministry Administration Program 





Mar. 16, 1982 WIN COMIC eaters thi cnaia fryers barre ees ¢ 29,100 — 
Mar. 16, 1982 PAN ANCIAl SELVICES Ct caaasetdiccusceresvess levees 130,000 72,891 
_ Mar. 16, 1982 SDP ATIC CIMICES yacccrjettte are leicee 208,200 182,310 
| Feb. 17, 1982 PESONINEC! PCE N ICE Bi side oc vidiiaiicesttie «beeen mers 147,300 76,829 
. Mar. 16, 1982 ATTOMMALION ELV ICES tid nc. eet vse honda teks 123,800 119,791 
| Apr. 13, 1982 Wee al SERVIC st iter crcytiotis cov -un sane atheN ne 15,400 13;979 
_ Mar. 16, 1982 PRATCAE MOL VICES aCe He Bein ivtiatnauuisiin ewan aly 27,300 13,415 
Feb. 17, 1982 Systems Development and Records Services . 703,100 686,890 
| Education Program 
Feb. 17, 1982 Erogratn AGministration nie, (tes kid sboeee es 391,800 235,300 
Mar. 16, 1982 Schools for the Blind and Deaf ................. 1,840,500 1,830,052 
Mar. 16, 1982 Educational Programs in the Developmental 
Wenires SCNOOIs ecu an cs och bee. wat, 240,800 102,738 
Apr. 13, 1982 Schools for the Learning Disabled ............. 21,300 — 
iaeed. 17, 1982 Cotrespondence Education 2../....00.000...004 6: 1,143,900 1,114,197 
| Feb. 17, 1982 Reecronal Oflica sien a. chee etwas Rene 1,730,300 1,404,167 








| 


| 
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Date of Ministry : 
Order Program and Activity Authorized Expended | 

$ $ FF 

Ministry of Education (cont’d) , . 

Mar. 16, 1982 Senior and Continuing Education .............. 109,200 71,175! 
Mar. 16, 1982 Special Education... accencsie caer 98,000 66,083 
Feb. 17, 1982 Provincial Support for Elementary and | 
Secondary. Hducation: ics) 432 case eee 62,495,000 62,246,218) 

Services to Education Program 

Mar. 16, 1982 Education Relations Commission .............. 96,800 88,205 | 
Feb. 17, 1982 Languages of Instruction Commission ......... 22,000 12,485. 
Apr. 13, 1982 Provincial Schools Authority ............00...00. 4,000 3,092: 
 } 

69,577,800 68,337,852 

| 

Ministry of Energy 

Ministry Administration Program 

Feb. 23, 1982 idan’ OTTCe: 5c sn 2h isteedes ava kesh oe en ee 107,600 103,603: 
Apr. 6, 1982 Information SELrViCeS: 21.0 vcic.nccee enue eee 61,000 60,662 
Conventional Energy Program 

Mar. 23, 1982 Program Development 222::......-.2..8 eee 51,900 — Bi 
Apr. 6, 1982 Program Development (73.2... 77ers 22,200 — @ 
Apr. 6, 1982 Fossil) Hydrocarbon® <....c-.s-he0s0 vee 26,100 —_— 
Regulatory Affairs Program | 

Mar. 23, 1982 Program: Adminstration: «....200..ce ee eee 39,600 7,981 | 
Mar. 16, 1982 Natural Gas Regulations eee eae 150,000 144,774 
j 

458,400 317,020 

Ministry of the Environment 

Ministry Administration Program ) 

Feb. 9, 1982 Main OUiCe titst8-. ston ecto ha 4 a e 120,000 85,315) 
Mar. 3, 1982 Capital Financing and Revenue ................. 54,400 24,530. 
Mar. 3, 1982 Financial Services .............................. 122,800 51,417 ' 
Mar. 3, 1982 Supply and Office Services .............0.0.-2-. 209,900 209,900. 
Mar. 23, 1982 Supply and Office Services ................00005. 45,000 41,412. 
Mar. 3, 1982 Personnel Services 2g 044 1) 96,000 96,000 
Mar. 23, 1982 Personnel Services cong 2030. eee ee 10,000 1,023) 
Mar. 3, 1982 Information. Services: acs. 220.0,0., 6 ee 80,000 80,000 
Mar. 23, 1982 Information: Services i...) eee 80,000 76,708 \ 
Mar. 3, 1982 Aualysissand: Planning sais oa... ee 70,000 44,155 
Mar. 3, 1982 Begal Services i) ., weirs tt, 9,000 — 
Plata 82) tah Audit Services»: 4:0) tqr ee feet tine Jane 36,200 33,703. 
Didiee tem 82 © AUdit Services: ccacsss<000., 4 ee ee 8,000 — 
Environmental Assessment and Planning | 

Program 

Mar. 3, 1982 Program Administration ......................... 119,100 — Fi 
Mar. 23, 1982 Program Administration ......................... 22,500 — Fi 
Mar. 3, 1982 PER CSOUNCES 2 75, rs. 7 aaa a gt 300,300 300,300 © 
Mar. 23, 1982 PUTER eSOUICES' 2 i501. dias eae ees 50,000 49,042) 
Mar. 3, 1982 icten Resources) (vegon. ae, ea eee 513,000 450,781 . 
Mar. 23,1982 — Water Resources ........ecccccsccc 78,000 —~ i 
| 


| Date of 


) Order Program and Activity Authorized Expended 
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$ $ 

: Ministry of the Environment (cont’d) 

Mar. 3, 1982 Pollution Control Planninps2ier cr... dea 452,500 452,500 
Mar. 23, 1982 Pohuvom Controtu Planning... 20.3. 560. eas 125,000 63,207 
Mar. 3, 1982 Environmental Approvals and Land Use ...... 306,500 267,122 
Mar. 23, 1982 Environmental Approvals and Land Use ...... 20,000 = 
Mar. 3, 1982 Environmental Assessment Board .............. 16,600 — 
Environmental Control Program 

Mar. 3, 1982 Procram Administration Wires... iiis. cps 225,000 225,000 
Mar. 23, 1982 Proprainy ACaunIstratiOn aii ses cannes sheen cee ts 447,000 424,367 
Mar. 3, 1982 Prichisttinl AN Hatemientsa00. eve) dis) devdetds sin 736,000 589,827 
Mar. 23, 1982 TacisinialeA Gatement 2h 5. henigeideicds.sioeaess 158,000 muh 
Mar. 3, 1982 Municipal and Private Abatement .............. 599,000 230,820 
Mar. 23, 1982 Municipal and Private Abatement .............. 102,000 a 
Mar. 3, 1982 Plant Development and Construction .......... 211,400 — 
‘Mar. 23, 1982 Plant Development and Construction .......... 3,687,000 8 
Mar. 3, 1982 TESTO OPEC) ct Rn, SAR 814,000 a 
Mar. 23, 1982 Plant Operanunewriea ci rvery cetvact aber 1,000,000 = 
Mar. 3, 1982 Laboratory and Technical Support ............. 1,419,000 1,419,000 
Mar. 23, 1982 Laboratory and Technical Support ............. 647,000 358,967 
Waste Management Program 

‘Mar. 3, 1982 WRT aL ti eZ eeMO tae: a doe san cedswasssa lifes ss 75,900 a 
‘Mar. 3, 1982 WY umtGas VStGISuR IAMEING vey. ,c veces seeeiesteresne 17,700 — 
Jan. 26, 1982 Ontario Waste Management Corporation ..... 1,980,000 1,234,770 
j a 

15,063,800 6,809,866 

Ministry of Government Services 
Ministry Administration Program 

(Dec. 22, 1981 ENVIR) (Tig ole 2h ON AN Nae 841,400 Td, 305 
Apr. 6, 1982 BLAST OETICR ere Peau ety dake na a Fee ay seins ae ae 57,600 — 
Apr. 6, 1982 HUARCL A SCE VACES tte, iin Ce slecle ne sy cle Sn pio ene sine 38,000 36,032 
Apr. 6, 1982 Supply:and Office Services. ......+.-.<eeseeerrs + 4,100 = 
\Apr. 6, 1982 PEGS ONTC OLMICES isa wats ypc am reins one tins 50,000 49,225 
“Apr. 6, 1982 TnfOrMatiONGOTVICES ck face ck edn ee ceva eee ne sete 11,400 2,774 
bapr. 6, 1982 eal RNVICE SO tle ae cvateny sie enbiascese oe eba ents 24,900 1,258 
Apr. 6, 1982 Systems Development Services .........-.-.+++ 104,000 85,063 
Mar. 16, 1982 Ministers Without Portfolio ...............00-66- 120,200 18,825 
“Apr. 6, 1982 Ministers Without Portfolio ..............0006 33,000 — 
| Provision of Accommodation Program 
_ Feb. 23, 1982 Capital Construction ...............ssceeseeeeerees 2,000,000 2,000,000 
Apr. 6, 1982 Capital Construction ..........-.csereseeereeererss 910,700 910,034 
) Apr. 6, 1982 DAS IU a ete oo ihe cals wine edb sets nate 274,700 — 
‘Feb. 23, 1982 Tees a aly Ee ae nee ee 396,000 388,806 
| Feb. 23, 1982 Accommodation Alterations ...............:66++ 739,000 739,000 
Apr. 6, 1982 Accommodation Alterations .............06eesee 438,400 422,785 
| Real Property Program 
Apr. 6, 1982 Program Administration .............:+esseeee 19,400 18,785 
/ Apr. 6, 1982 Real Property Acquisition ...........:.:sssseeee 310,000 304,208 
izapr. 6, 1982 Real Property Management ............-.-+++5++ 97,500 86,068 
| Upkeep of Accommodation Program 
Apr. 6, 1982 aes AAEIIMISTEALION, ss 5c saan Keeton on hota 129,300 125,741 
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Date of Ministry . 
Order Program and Activity Authorized Expended — 
$ $ 
Ministry of Government Services (cont’d) | 
Feb. 23, 1982 Repairs, Operation and Maintenance .......... 550,000 550,000 } 
Apr. 6, 1982 Repairs, Operation and Maintenance .......... 6,806,800 6,762,056 
Supply and Services Program 
Apr. 6, 1982 Program ‘Administration vac.ciews ossnee 40,000 33,7245 
Apr. 6, 1982 Purchasing Sérvicesn scans renee ances 163,500 — G 
Apr. 6, 1982 Collection Services: 2s.cis.- se eee ee 15,000 14,921 
Apr. 6, 1982 Vehicle Services and Assets Disposal ......... 30,000 = 
Apr. 6, 1982 Goverment. Math Services, .,...ss sereer eee 99,000 —_— 
Apr. 6, 1982 Records Centre’ 3.2.0.5, carve andieeen ae eee 8,100 739 
Apr. 6, 1982 Legislative Services 7a... sue .eta. nee 192,700 126,827 | 
Apr. 6, 1982 Employee Benefits ,...... 4c eee 18,500 — 
Apr. 6, 1982 Insurance and Risk Management ............... 7,300 — 
Apr. 6, 1982 Employee Health Servicesinss.\..y-007 ees 110,600 42,549 | 
Apr. 6, 1982 Employee Data Setvicesas..20.172 oe oe 66,500 -— 
Apr. 6, 1982 EmployeevAdvisory Services <.....4<21 ++. 0005: 36,300 24,968 
Apr. 6, 1982 Aotiallal SECVICeS ttn. t unr eee eee ee 22,900 — 
Communication and Computer Services 
Program 
Feb. 2, 1982 Telecommiunicatonsss...4.4....,. ee 783,000 783,000 | 
Apr. 6, 1982 Telecommiunicationse. 240,000.62 eee nee 238,000 59,713 | 
15,787,800 14,358,696 © 
Ministry of Health 
Ministry Administration Program 
Mar. 23, 1982 Main OThce: 2.99). tener eee 520,700 513,845 © 
Pont 3)..1.982 .| Webinaheial Services’. .8e0t lana) eee 527,000 471,470 | 
Apr. 13, 1982 Supply and Office Services ..................000. 435,000 382,119 
Apr. 13, 1982 Personnel Services 4A 2/105.5 230,000 209,948 
Apr. 13, 1982 Analysis-and, Planning 42..4.14...90 20 ee 41,000 40,135 | 
Mar. 23, 1982 Eegal Setvices..s.298 (naka io eee ee 48,300 32,488 | 
Apr. 13, 1982 AUIE SErviGes 762-4) 2h.) conten ny 2s he 92,000 85,697 | 
Apr. 13, 1982 RESCALCIT (©. Aosiesmtiet Suitags a: Be lupe ae a 90,000 9,436 
Institutional Health Services Program 
pepe e982) 7 Psychiatric Services 0.14... eee 22,653,000 22,174,011 | 
Apr. 13, 1982 Emergency Health Services ..................... 1,480,000 1,408,518 
Apr. 13, 1982 Institutional Care Services ....................... 13,316,000 13,316,000 | 
Apr. 22, 1982 Institutional Care Services ....................... 25,000,000 24,951,698 » 


Mar. 23, 1982 aboratorys Services: aise saan 1,605,300 1,578,103 
Community Health Services Program 

Mar. 23, 1982 ProgrammAdministration .<i/. sees ee 41,500 14,116 © 

Apr. 13, 1982 Disinict Health Councils 2...) ee 95,000 95,000 i 

Apr. 27,1982 District Health Councils ........................ 28,500 21,086 © 

Apr. 13, 1982 Health Programiser riengin'a | ted ae 1,659,000 1,453,353) 4 





67,862,300 66,757,025 | 














me, 1982 
o>, 1982 
mo, 1982 
mio, 1982 
po, 1982 
p13, 1982 
fo, 1982 
mis, 1982 
m3, 1982 
mis, 1982 
me, 1982 


mee, 1982 
mes, 1982 
a, 1982 
mid, 1982 
mes, 1982 
mio; 1982 


eo, 1982 
me, 1982 
p13, 1982 
me, 1982 
mo, 1982 
mes, 1982 
m3, 1982 
mid, 1982 
me, 1982 


3, 1982 
mo, 1982 
p13, 1982 
mo, 1982 
m3, 1982 
me. 1982 


P23, 1982 


Bis, 1982 
p13, 1982 


p23, 1982 
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a 
Ministry 
) Program and Activity Authorized Expended 
aa NE a SE Ree en Ne 
$ $ 
Ministry of Industry and Tourism 
Ministry Administration Program 
IVE GHIMOEIICOR maemo UE. chic ba ledas 262,000 262,000 
INEST OTN Cea ne eeccatats ON RCH, Maia e cl 2, 10,000 8,740 
PATI EAL UOCE VICES i erayitn eacctajee sins {URee dae. utils 175,000 175,000 
PAATICTL ATS CEN ICOS Sasi eins Ndi leds ceca 52,000 32,418 
DUP ly eu MIC CL SCL VICES cai, PUN dost ace 5,000 5,000 
SUPPlyednd OMICe SELVICES 65 hc cceccs we sesevened 40,000 39,467 
PC ESO MGI SCL VIC ON rts Gist eek Ge vaucstcsnss 28,000 28,000 
PCESONMCIs SOLU IC CS tare fa Ai nclhules coun va vanislcun aes ve 5,000 4,910 
PTOC I AUON MCE ICOS Mince Sick cans likes dinnce cs 164,000 164,000 
PIPOUEALECNE SEL ICES Dono. erste) ches <u er cceas 6,000 5,914 
PU SEL VICES mrrer meee aren teehee cor sk sdivekons 13,000 1,095 
Policy and Priorities Program 
PrOr Patt ACGUMMISIAUOM ti in eewcccecsn>.0ustcssees 40,000 29,510 
Meet Ble) Mento as Gos Re aa er 23,000 17,940 
DSL Y BONG Vemma eee pica acres eres as sma k cess 48 40,000 40,000 
PA SLOY EY OU V ry ore. Fo va trac sae waans se ce's 20,000 13,814 
PCUISIEY OECION PONCY. <0 x6 ype bonkers sa se liee 163,000 163,000 
HIIOUSELY SICCLOLOUCM erm Cor istsiakie dv aoieccties 28,000 24,603 
Industry Development Program 
Small Business Development ......2.........2.. 119,000 oo 
MNGU SLE VelOpineiter Joos3epeikcacrcces ceases 141,000 141,000 
AGG ia DEVEIOMINEN ter wait. ere VAG ee. 120,000 119,588 
PTINC OE VCLOD MON cane rete) Sly ioe Sieja detente 99,000 8,884 
(ONE CAMONSe een eel ess teat ee tes eve 725 ,000 619,924 
Evaluation and Assessment (2 sccct..0.0cfo.08 es... 20,000 20,000 
Evaluation and Assessment ..............0cc0000: 20,000 19,788 
Ontario Research Foundation: fooic..c.c.<decee es 65,000 65,000 
Ontario International Coproration .............. 70,000 — 
Tourism Development Program 
PLOCTAMAACMNISU atlLON mess ce cs esceae hs wee dass 17,000 16,658 
Tourism Marketing Development .............. 943,000 943,000 
Tourism Marketing Development .............. 297,700 296,802 
POUrIisne Pic ODCTAUIONS My. sis oiiscnvnesancsdeee 163,000 163,000 
POUrisni rie Operations 7c. orecsenwais veo. sabe 5,000 4,683 
Resort DEVelopmcat iene 4.3 god tyaixn Vos 11,000 10,936 
Ontario Place Corporation Program 
Ontano Place Operations = 424.55. Soe net 500,000 500,000 
Industrial Incentives and Development Program 
Ontario Development Corporation ............. 1,145,600 944,696 
Northern Ontario Development Corporation .. 1,191,100 1,137,806 
6,726,400 6,027 ,236 
Ministry of Intergovernmental Affairs 
Ministry Administration Program 
IVEY) CO ra ibd CA xx 6e naib oes exsist wade 229,300 210,754 
VT AUER OLS C ee et mrt tats, arta cin ivinisle Pale esn'nin ae dieiea 61,800 = 
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Ministry 
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: 


anni 


Apr. 


Mar. 
Apr. 
Mar. 
Apr. 
Mar. 
Apr. 
Mar. 


Mar. 
Mar. 


Mar. 


2 
9 
3 
9 
3 
sO ORZ 
9 
9 
9 
9 


Soo 
iS; 1982 


ba 


23, 1982 
| Eo es hed 


Peg ee 


i 9a2 
AL foes 
L982 
5 LDS2 
re SS fa 


PADS. 
LIS? 
Bel 
PEIS2 


1 DO P198Z 
3; 1982 
oe 1982 
29,1982 


oo 1982 


9, 1982 
13 1982 
Ios? 
131982 
Bel 9S 2 
[331982 
Beloo2 


Dlos2 
Oe 982 


Cleo 


Ministry of Intergovernmental Affairs (cont’d) 


Protocol Services 03.0) .ca0rconmersmces oe egenenac: 
Protocol SErvices ¢... vo<teumses eerie 
Intergovernmental Affairs Program 
Intergovernmental Affairs ..............sseseeees 
Intergovernmental Affairs ...............seseeee- 
Intergovernmental Affairs ..............sseeeeee 


Justice Policy 


Justice Policy Program 
Justice Policy: . 2). 20csisetinentceene ee ee 


Ministry of Labour 


Ministry Administration Program 
Main Off§C6. ccc, sncctsarw-ceetvesiecuse see 
Financtal Services, ...2...<. «100 cs eee eee ee 
Financial S€rvices: 0.36 0. see ee 
Supply and Office Services ....70.0..6 eee 
Supply.and Office Services «..2......0eeneeeeen 
PexsonnelServices |: s2..artev-cei stern 


Analysis and Planning :o:. 2c depen ease ee 
Legal Servites..2) 05.00, anit ays te eee eee 
Systems Development Services ................. 


Industrial Relations Program 
Programs Administration: vi2cccsecms nue 
Program Administration 4 i..<<.0...e1eee een 
Conciliation and Mediation Services ........... 
Officer Arbitration’... . dads denateceeen ae an 


Women’s Program 
Women’s Bureau 


Occupational Health and Safety Program 
Construction Health and Safety 
Construction Health and Safety 
Industrial Health and Safety 
Industrial Health and Safety 
Mining Health and Safety 
Mining Health. and Safety...c4,c0.1ce..t ae 
Special Studies and Services 


Employment Standards Program 
Employment Standards 


Ce ed 
ee ed 
ee | 
oY 


Ce | 


ee ey 


Ce ey 


er ee re) 


Labour Relations Board Program 
Labour Relations Board 


























Authorized Expended | 
$ $ 2 
275,300 275,300 
20,100 18,277, 
99,000 99,000. 
434,000 434,000. 
162,900 72,865 
1,282,400 ‘1,110,196. 

| 

| 
30,000 _ 

/ 
472,000 278,719 
147,000 147,000 
25,000 189 
276,800 256,750 
25,000 —e 
117,000 99,42 
65,000 47,736 
17,100 —# 
67,800 58,376 
120,000 111,985 
156,000 145,15; 
50,000 —#' 
177,000 128,215, 
120,000 119,622 

} 
39,000 7,0 
647,300 620,43), 
10,000 — | 
699,900 699,90 
35,000 2,28¢ 
109,000 109,00 
45,000 9,99: 
39,000 —e| 

| 
747,000 670,83. 
84,000 41,75) 
457,000 384,04" 

4,747,900 3,938,44" 

| 
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a cn 
_ Date of Ministry 
Order Program and Activity Authorized Expended 
a mr r= neem ee 
| $ $ 
Office of the Lieutenant Governor 
| Office of the Lieutenant Governor Program 
Dec. 1, 1981 Office of the Lieutenant Governor ............. 45,200 44,199 
Management Board of Cabinet 
Ministry Administration Program 
[Apr. 13, 1982 CNL SA LET S90 a oe ae 153,900 9,570 
‘Mar. 30, 1982 SPORT POC aya) ane Ee ne AS ae ree 13,000 8,194 
Apr. 13, 1982 ier SMAI AIISEEALION Fibs) s0850h3 565 08s .40keeee 100,800 32,046 
| Policy Development and Analysis Program 
Apr. 13, 1982 ELOY ELLA Cons Ch hs 2 09 ate ae a a i 110,000 67,787 
Apr. 13, 1982 PLOGraiNs SN0 ESUINStes, i i iascscolabedlesesns ck 136,000 59,844 
| Personnel Audit Program 
‘Mar. 30, 1982 ol OP ot lag VLC Te as  Syucee o Ce a cn rc 12,000 12,000 
Apr. 13, 1982 ESET 1T (SH ge 1 ieee A at ee 10,000 Moll 
| Employee Relations Program 
Mar. 3, 1982 Public-Service Appeal Boards 2... .cc.sneco0..0:. 129,600 128.352 
Mar. 30, 1982 BSE PR RAEITE  eteee RE oe cei aso di 10,000 10,000 
\Apr. 13, 1982 SUPER QLECATS STE T1.S 5 ey OM I ee 10,000 8,388 
| Government Personnel Services Program 
Apr. 13, 1982 Vet OES y AGI) OPTVICER. x eos bs cad) Laue sso. 125,000 69,250 
Apr. 13, 1982 Bren Laneuage SCrvicesS Gsy.is cs esc. ceees suse 238,200 176,894 
| 1,048,500 587,636 
Ministry of Municipal! Affairs and Housing 
Ministry Administration Program 
Agr, 13, 1982 SU ECC tr eaetyiss vo Domed cc oraee VA 164,300 146,180 
Apr. 13, 1982 Blaby sie iT aOR et ica caine diss xx 1s 97,600 90,201 
Apr. 13, 1982 TTS TESS ihc SRE a 0 CoE eee 25,000 5,506 
Community Planning Program 
Apr. 13, 1982 IEC UES iri ee ian he calle th nae 34,000 19,144 
Land Development Program 
Apr. 13, 1982 Ontariovand Corporation iis ence ns -vecisnnsnaen 1,135,000 1,131,946 
Apr. 13, 1982 Bd per ations seen nie eh 0 « ace) eieavsans nies 65,000 46,728 
Apr. 13, 1982 Planning and Development ...................06- 75,000 64,856 
} 
Ontario Mortgage Program 
Apr. 13, 1982 Mortgage Administration...) .. ccss crease en noes ine 397,200 348 ,968 
Feb. 23, 1982 Ontario Mortgage Corporation .................. 9,000,000 8,875,219 
10,993,100 10,728,748 
Ministry of Natural Resources 
| Ministry Administration Program 
Feb. 17, 1982 DA ACOUNC tee eres hati es fish chy soak Sennies 706,000 678,870 
fae, 1982 ‘Financial Services ............:+0.....cscceeeeeeees 158,000 157,558 
Mar. 30, 1982 Supply and Office Services ............0..02008- 333,000 328,430 
reb. 17, 1982 Bets Ope SenviCes te singess as ss. sdevyc eve hewns« 166,000 82,739 
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Date of 
Order 


30, 1982 
9, 1982 


POU O82 
#50; 1982 


17 82 


Septyi5, 1981 


Feb. 
Mar 
Mar 


Mar 
Mar 
Mar 


Mar. 


Mar 
Mar 


Mar 
Mar 


wouloos 


29, 1981 


-18, 1981 


6, 1981 
OMS eh | 


DEE MEE PS 
. 30, 1982 


. 30, 1982 
. 30, 1982 


pce ueted 
T1982 


. 30, 1982 


8, 1981 
.24, 1981 
17, 1981 


Peas ete PA 
§255,1982 
2s 1982 


e2O L982 
m0, 1982 
POU 82 


Whee 
. 16, 1982 
r1O5e1 982 


POOR OSL 
OL EON IS Res 
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Sennen EEE 


Ministry 
Program and Activity 


Ministry of Natural Resources (cont’d) 


dee) u, 0) 6, 010) ceils) o 006.016) 0.6 6 9.8) # 0p O16 (Ore 


Information Services 
Systems Development Services ............+.++. 
Legal Services ....scccsscessyertetecnsc ns snes esuees 
Audit: ServiCéS? ivaeineiecicnaota acme gunnee tara 
Field Administration: 25.0, ... 22s vavkot es tes 
Land Management Program 
Aviation and Fire Management ................. 
Aviation and Fire Management ................. 
Extra Fire Fighting 5.1; .ccscecss-sersene tenons 
Extra Fire Fighting) .2.s279 oes encmemessee eer er 
ExteasPire. Fighting. 2.7.00 gers conte newt tere 
Extta: Fire Fighting <0. cccns.sc0sbo1 sorcerers 
Land VManarenient 2 incre aoc ee 
Surveys and Mapping 
Outdoor Recreation Program 
Recreational Areas: Jc acc. cus sess anemmen yeaa 
Fish and Wildlite:?. cscscuy oy dnaemeenea acai aas 
St. Lawrence Parks*€ ommission 1-7. eee 
St. Lawrence Parks Commission ............... 


ee ee 


Resource Products Program 
Forest Management]... cmesscr aucune 


Resource Experience Program 
Jumior Rangers | 2ccvencncves cuca ose eee tees 
Experience ’81 
Leslie M. Frost Natural Resources Centre .... 


Ce ee 


Ministry of Northern Affairs 


Ministry Administration Program 
Analysis and: Planning. ).; «2st oseeeeeee 
Analysis and) Planning...1.5 0.00 tee aes 
Information Services 


Northern Economic Development Program 
Program Administration 
Program Administration 2 4-)..eeee 
Transportation Development 


Ce ee ry 


Northern Transportation Program 
Northern Roads 
Air Services 


COP eee erm eee ere reser esereesesseessen 
© OO Oe eles we 0S 6 8.8 Cie 8.0 Ore ¢/s es ele eel ee 6,6 88's )s oles 


Ce ry 


Northern Community Services and 
Development Program 
Community Services: 4 peu eee 
Community Infrastructure 


ee rs 


Expended 























Authorized | 
| $ $ 
27,000 18,791 
57,000 48,560 
50,000 49,077 
58,000 40,315 
4,353,000 4,344,261 
9,020,300 9,020,300. 
2,428,000 2,329,888 
3,000,000 3,000,000 
6,000,000 6,000,006 
3,500,000  3,500,00¢ 
2,500,000 2,499,672 
1,628,200 1,548,850, 
467,000 461,390 
856,000 854,01) 
2,120,700 2,119,114 
3,667,500 3,667,500 
671,000 642,55! 
1,777,100 881,08" 
150,000 116,69 
100,000 74,420: 
142,000 134,75: 
—aa 
43,935,800 42,598,85 | 
ae 
303,800 303,80 
17,000 14,49. 
164,000 161,35: 
118,000 118,00. 
95,000 88,11) 
1,100,000 1,054,32) 
{ 
2,800,000 2,798,10 
832,000 829,45. 
119,000 119,00 
223,000 163,2C 
1,880,000 1,685,74 | 
| 
7,651,800 7,335,6( 
an 








te 


Apr. 13, 1982 








| 
\ 


Mar. 23, 1982 
\pr. 13, 1982 
Apr. 13, 1982 
Mar. 23, 1982 
Apr. 13, 1982 
Mar. 23, 1982 
\pr. 13, 1982 
Mar. 23, 1982 
Apr. 13, 1982 
Mar. 23, 1982 
Nar. 23, 1982 
feb. 2, 1982 
\pr. 13, 1982 


an. 26, 1982 
Mar. 23, 1982 
Mar. 23, 1982 
far. 23, 1982 
far. 23, 1982 
hpr. 13, 1982 
an. 26, 1982 
‘eb. 9, 1982 
far.23, 1982 
Yec. 15, 1981 
an. 26, 1982 
leb. 9, 1982 
spr. 13, 1982 
far. 23, 1982 
\pr. 13, 1982 
an. 26, 1982 
eb. 9, 1982 
far. 23, 1982 
“pr. 13, 1982 





far. 23, 1982 
| 

far. 23, 1982 
‘pr. 13, 1982 
Tar. 23, 1982 
Tar. 23, 1982 
Tar. 23, 1982 
Tar. 23, 1982 


/ 
| 
| 
| 
| 
| 
| 


Program and Activity 


Ministry 


Office of the Premier 


Office of the Premier Program 
Office of the Premier 


Ministry of Revenue 


Ministry Administration Program 
Analysis and Planning 
Analysis and Planning 
Legal Services 
Audit Services 


Tax Appeals 


Special Investigations 


ey 
ee a 


ee ee my 


Tax Revenue Program 
Administration 
Administration 


Cy 


ee 


ee eweee 


eee eee 


occ e sere eee 


eee eee ee eee 


Supply and Office Services 
Supply and Office Services 
Personnel Services 


EXHIBITS 


CCC oer ere errr reereceece 


er ey 
CC ry 
Ce ee 
See eee oe ee eeresesesene 
CC eee eres eecrescececcecoce 
Coe ececercceserescccee 
Cee eeeeceseceecccneeses 
S016 C000 68 6) 8 = 668 eee ae 6 6 
Ce 
Ce re er ry 


ee ry 


Systems Development Services 
Systems Development Services 


Cee renee reese oe 


ee ee ey 


ey 


Ce er 


05 BB 016 (61/0' 9.018) © 6\'9) a 0 ©0161) 610.6 6 00 0 0 00 62 0 8 8 68 6 8 


Cr ee ey 


Revenue and Operations Research ............. 
Revenue and Operations Research ............. 


Taxpayer Services 
Taxpayer Services 
Taxpayer Services 
Taxation Data Centre 
Taxation Data Centre 
Taxation Data Centre 
Taxation Data Centre 


ee ey 


eee ee ee eene 


eee wens 


eee wees 


sewer ewne 


Pewee ee eee eer eeeeessos 


CC 


CC 


Cr 


ee 


Cr 


Corporations Tax and Other Taxes ............. 
Corporations Tax and Other Taxes ............. 


Motor Fuels and Other Taxes 
Motor Fuels and Other Taxes 


i 


ee 


Retail Sales Tax and Other Taxes .............. 
Retail Sales Tax and Other Taxes .............. 


Property Assessment Program 
Administration 


CC ee 


eee ewer 


Assessment Field Operations 
Special Properties 
Data Services and Development 


ee ey 


Guaranteed Income and Tax Credits Program 
Administration 


Cr 


ey 
CC 
ee 

Ce 


Cr i 


eee eee o eee eeere 
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Authorized Expended 
$ $ 
210,000 199,630 
51,100 51,100 
60,000 29,189 
45,000 44,974 
68,600 68,600 
20,000 12,854 
103,200 103,200 
43,200 40,960 
110,300 110,300 
57,200 55,275 
113,700 102,696 
27,300 18,754 
272,000 272,000 
75,000 31,902 
9,000 9,000 
20,000 15,018 
86,700 72,933 
91,900 73,648 
124,300 124,300 
20,000 12,086 
123,000 123,000 
188,000 188,000 
164,400 158,470 
243,300 243,300 
203,000 203,000 
476,000 476,000 
40,000 38,504 
829,200 829,200 
19,700 15,437 
3,000,000 2,677,867 
. 804,400 — 
1,479,500 1,479,500 
18,000 13,401 
606,000 551,646 
17,400 Loyo7t 
26,300 25,904 
50,200 40,947 
5,623,700 5,541,890 
165,800 151,905 
57,400 52,604 
15,533,800 14,075,335 
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Date of Ministry 
Order Program and Activity Authorized Expended — 
ee 
$ $ 
Social Development Policy 

Social Development Policy Program 
Apr. 13, 1982 Social Development Policy ............+.sseeee 35,000 — 
Apr. 13, 1982 Social Development Councils ..............++++ 6,200 —_— 
Apr. 13, 1982 Youth Secretariat «)creboeap tae nnewnoaaes eae 138,000 100,18; 
179,200 100,187 
Ministry of the Solicitor General ) 
Ministry Administration Program | 
Feb. 2, 1982 Main Office. ie.. ois: pesewsns caenen ee eae 73,000 73,001 
Mar. 30, 1982 Main: Officers ice iis seacteee ne rcaeua ne ome 200,000 193,310 
Feb. 2, 1982 Financial Services a... 2: sasuaer se acces te verona 137,000 524 831 
Feb. 2, 1982 Supply and Office Services ...........:+1++seess 27,000 iy 19: 
Feb. 2, 1982 Personnel: Services «0c; on s1<se0ccsne ane eeee 77,600 77,601 
Mar. 30, 1982 Personnel SErviCeS -. .<c.40 vececs sears 150,000 89,10. 
Feb. 2, 1982. — -Analysis'and Planning 3.2. .60.40 se oe 18,000 11,05: 
Feb. 2, 1982 AAdIt: SGEVICES? <i euler Aaeocca aes ose eee 46,200 15,69. 
Feb. 2, 1982 Systems Development Services nce <cccsup anes 169,000 133 ‘64 
Public Safety Program | 
ep 22, 1982 Program. Management .i...%.<. uses eeeeacue 11,000 —_— 
Feb. 2, 1982 Gentre. of Forensic Sciences: ...2:05. ie. vee enee 296,000 263 45. 
Feb. 2,1982 Fire Safety Services ........cscsccccssseceeeeeeees 917,000 917,00: 
Mar. 9, 1982 Fire Safety Services: ...:...4.49- 530 enone 1,649,000 1,649,00 
Apr. 13, 1982 Fire. Safety Services’, .4-4gee ieee mene 250,000 104,26 
Feb. 2, 1982 Coroners’ Investigations and Inquests ......... 422,000 150,12} 
Feb. 2, 1982 Forensic Pathology. .....«.s- sik ane ad eneneeeeee 31,000 4,24: 
Supervision of Police Forces Program | 
Feb. 2, 1982 Ontario Policé College 15.0.4: 1ncnge se ee 183,000 183,0€, 
Feb. 9, 1982 Ontario, Police College ....4.5,..- ic. eeneee 220,000 214,02: 
Feb. 2, 1982 Ontario Police Arbitration Commission ....... 4,000 84 
Management and Support Services Program 
Feb, 2, 1982 Office ofithe Conmmissionert <...0,<00. eee 136,000 112,78) 
Mar. 30, 1982 Office of the Commissioner «4.0 ee 20,000 = 
Feb. 2, 1982 Staff Inspection Gotcewpseee eee 103,000 523i 
Feb. 2, 1982 POPORUIES rs cuteioca rates otdan eee ee ae 137,000 64,6% 
Feb. 2, 1982 Stall Development e.uiccase eee 248 ,000 — |} 
Feb. 2,1982 Planning and Research ...........ccccececeeeeeees 183,000 162,42. 
Feb. 2, 1982 TAN Sports ae AG ts Sel ee 254,000 254,00 
Feb. 0, 1982 Transport... eee ay aes ah ae 4,270,000  4,270,00 
Mar. 30, 1982 eT PATIS POT key ah co vated ose be ee 1,000,000 1,000,0€ 
Apr. 13, 1982 KL TAn SPOVE ai eatin. de eee eee 1,000,000 587, 9; 
Mar. 30, 1982 Oulartermaster: Stores: 3.4... +.0. tee 158,000 157,44: 
Hobie? 1198 (uamRecords 9.2 ac. . 183,000 66,91. 














Operations Program 


Feb.7 2.1982 Special Services Stawiii.. cc Ree ee 1,483,000 1,483,00 
Feb. 9, 1982 ODE CLA SELVICES aiigacshies cu evee, eee re 560,000 344, 2¢ 
Rep) '/1982 UAE ae Eviforcement<...<., sakeae eee 20,583,700  18,333,1!. 
Feb. 9, 1982 Laws EMLOPcenent a: .ueeacescn.e ek eee 2,000,000 | 
Feb. 2, 1982 Ontario Government Protective Service ....... "605,200 499, 19,7!" 
| 
| 
i 


{ 


\ 


Date of 


| Order 


mp, 2, 1982 


Hep. 2, 1982 


‘ep. 2, 1982 
Aar. 30, 1982 





| 

f 

Nar. 9, 1982 
Mar. 30, 1982 
Mar. 9, 1982 
Mar. 30, 1982 
Apr. 13, 1982 
Mar. 9, 1982 
Nar. 30, 1982 


} 
| 


Kpr. 6, 1982 


ipr. 13, 1982 
far. 9, 1982 
far. 30, 1982 


kpr. 13, 1982 
Mar. 9, 1982 


apr. 13, 1982 


far. 9, 1982 
far. 30, 1982 


Mar. 9, 1982 
far. 30, 1982 
Mar. 9, 1982 
far. 30, 1982 
\pr. 13, 1982 


Mar. 9, 1982 
apr. 6, 1982 
far. 9, 1982 
Apr. 13, 1982 
Mar. 9, 1982 
apr. 13, 1982 





far. 9, 1982 
apr. 13, 1982 
far. 9, 1982 
far. 9, 1982 
far. 9, 1982 
apr. 13, 1982 


Apr. 13, 1982 


EXHIBITS 


Ministry 


Program and Activity 


Registration 


Main Office 


Financial Services 
Financial Services 
Legal Services 
Legal Services 
Legal Services 
Legal Services 
Personnel Services 
Personnel Services 
Personnel Services 
Supply and Office Services 
Supply and Office Services 
Audit Services 


PESTS 6881800 e ree ete 6,8 C0 Cree 6-6 elere’. wlevere, vie 8 alee 


Ontario Provincial Police Auxiliary 
Community Services 
Community Services 


ee ey 


ee ee 


eee eee rene 


ey 


eee eee eee esas 


ey 


Cee eee sees oses 


ee eeeeroee 


eee eee ene 


eee eewee 


ed 


seen 


Ministry of the Solicitor General (cont’d) 


Ce Oe Cy 


Ce rs 


Ministry of Transportation and 
Communications 


Ministry Administration Program 


Ce | 
ee | 
Ce er a | 
Ce oy 
ed 
| 
Coe eee eer eres eseseeenes 
| 
er 
CC ee 
Ce ee ey 


ed 


ee ey 


a 


eo | 


eee ewe eee ee sere eres 


Planning, Research and Development Program 


LTERSTET A VENTS yt B62 eee 0d A 
UD TETEEY Pl aaa es ola! sb Sai ieee A am a 


Research and Development 
Research and Development 
Research and Development 


oe 


Ce 


a 


Ce 


Safety and Regulation Program 
Program Administration 
Program Administration 


ee 


oY 


PSCC T ERS reece abo at vt te Oe 
DA COMAIT ata ete et Grea ches sis Bs tn Vs SACK op rites be b> 
Examination, Inspection and Enforcement .... 
Examination, Inspection and Enforcement .... 


Design 


Capital and Construction 


Maintenance 
Maintenance 


Provincial Roads Program 
Program Administration 
Program Administration 


eee eee eee eee eeee 


Ce 


Provincial Transit Program 


oe 


Ce 


a 


eC 


ee 


ee 


ee 


COE AON See ethan rR ats asian on cae xs eos an 


eee eee eee noe 


| bit 








Authorized Expended 
$ $ 
156,000 136,793 
29,000 23,052 
90,000 90,000 
25,000 15,962 
38,104,700 31,805,774 
245,000 245 ,000 
300,000 297,208 
984,000 984,000 
500,000 500,000 
47,000 29,848 
89,000 89,000 
255,000 255,000 
115,000 105,248 
5,000 — 
274,000 274,000 
200,000 164,780 
6,000 Fa 
966,000 966,000 
361,848 199,453 
494,000 447,011 
117,000 48,865 
306,000 306,000 
950,000 942,320 
470,000 470,000 
465,000 431,460 
2,000 — 
445,000 445 ,000 
475,000 456,321 
1,658,000 1,658,000 
560,000 495,335 
2,494,000 2,494,000 
610,000 el gord ee 
2,770,000 2,770,000 
160,000 127,04 
4,462,000 4,408,524 
4,658,000 a 
10,470,000 10,470,000 
6,000,000 5,976,355 
350,000 348 ,656 
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ee ee 


Mar. 30, 1982 
Mar. 9, 1982 
Apr. 13, 1982 


Mar. 9, 1982 
Apr. 6, 1982 


Mar. 9, 1982 
Mar. 30, 1982 


Mar. 30, 1982 
Mar. 30, 1982 
Apr. 13, 1982 


Feb. 23, 1982 
Feb. 23, 1982 
June 22, 1982 
June 22, 1982 
Mar. 9, 1982 
June 22, 1982 
Feb. 23, 1982 
Mar. 9, 1982 


Mar. 9, 1982 
Apr. 13, 1982 
Mar. 9, 1982 


Mar. 9, 1982 


Ministry 


Program and Activity 


Ministry of Transportation and Communications (cont’d) 


Air Program 


Program Administration 


Maintenance 
Maintenance 


ed 


Municipal Roads Program 
Program Administration 


Capital, Construction and Maintenance 


Municipal Transit Program 
Program Administration 
Capital and Construction 


Communications Program 
Program Administration 


Regulation 255. ay senee oa cane ece eet ce amar aes 


Capital and Construction 


Pere ee ee ee 


corer ee eeeeseresreeeeorenee 


Ce 


Pe ee 


wee rere reer ere ese eeesesees 


Pe 


Ce ey 


Ministry of Treasury and Economics 


Ministry Administration Program 


Main Office 


Financial Services 
Financial Services 
Supply and Office Services 
Personnel Services 


Treasury Program 


Treasury 
Treasury 


ee 


Ce Onl biels 06 08 oe wivle G16 sce 6.6 a ww he G08 Wiel ere 


ee 


ey 


Cee e ee eee ere ree eer eseeesreereses 


2) 


Ce 


Soe w meee eee rere ere ee oes eeeeeseeeeeeeeeseees 


POPE O ee eee meme He eee eeeeeeeereseoeseeeeesese 


Budget and Intergovernmental Finance Policy 


Program 


Budget and Intergovernmental Finance 


Policy 


CCA Te ea eee eC ee HL eR Ce 


Central Statistical Services Program 


Central Statistical Services 


Total Management Board Orders 


ee ee rr? 


Ce ee ey 


; 
| 








ee 2 








Authorized Expended 
$ $ | 

| 

53,000 8,067, 
130,000 130,000. 
450,000 387,198. 
| 

481,000 455,628. 
3,000,000 2,892,648. 
: 

| 

100,000 —e 
7,078,000 3,613,334 
: 

177,000 4,226, 
45,000 = 
80,000 60,073 
53,857,848 44,331,238 
: 

170,000 140,53 
100,000 100,000: 
36,000 35,468 
27,000 26,362 
40,000 40,000 
28,000 27,938. 
165,000 159,58 
21,000 13,484 
255,000 211,85! 
45,000 — 
280,000 163,996 
85,000 _ 
| 

1,252,000 919,227 
508,421,348  470,444,98C 








a 


| 





EXHIBITS 


STATUTORY APPROPRIATIONS 
Amounts Expended Thereunder 


Year Ended March 31, 1982 


Activity 


Payment 


Classification 
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ee 


EXHIBIT 4 


| 
ST hs Ra ee a a 


Expended 


a , 


i e 
igriculture 
nd Food 





| 


fice of the 
ssembly 





: 
| 


olleges and 
niversities 


‘ommunity 
ad Social 
urvices 


t 
| 





Minister’s Salary 

Parliamentary Assistant’s Salary 

Payment of Guarantees 

Subsidy payments to The Ontario Crop 
Insurance Fund 

Tile Drainage Debentures 

Payments from the Provincial Lottery Trust 
Fund 

Ontario Agricultural Museum Trust Fund 

Richard Blake Palmer Horticultural Trust 


The Election Act 
Contribution to Legislative Assembly 
Retirement Allowances Account 


Minister’s Salary 

Parliamentary Assistant’s Salary 

The Proceedings against the Crown Act 

Allowances to Supreme Court Judges 

Allowances to Judges 

The Metropolitan Police Force Complaints 
Project 


Queen Elizabeth II Ontario Scholarship Fund 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Payments from the Provincial Lottery Trust 
Fund 

Bequests and Scholarships 


Expenditure 
Expenditure 
Expenditure 


Expenditure 


Disbursement 


Charge 
Charge 
Charge 


Expenditure 


Expenditure 


Expenditure 
Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 


Charge 


Expenditure 
Expenditure 


Charge 
Charge 


$ 
23,300 
7,200 
110,941 


15,982,408 
28,494,000 


|iaa se AV 
8,956 
6,750 





46 324,826 





4,768,316 


1,826,955 





6,595,271 





23,300 
5,523 
36,332 
186,288 
442,652 


147,466 





841,561 





57,824 





23,300 
7,200 


1,249,413 
18,576 





1,298,489 
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Ministry 


Consumer 
and 
Commercial 
Relations 


Correctional 
Services 


Culture and 


Recreation 


Education 


Energy 
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a SS ee 


Activity 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Unclaimed monies 

Payments from The Motor Vehicle Accident 
Claims Fund 

Security Bond Forfeitures: 
Consumer Protection Act 
Motor Vehicle Dealers Act 
Real Estate and Business Brokers Act 
Travel Industry Act 

Contract security deposits Athletics 
Commissioner 

Fees Under the Vital Statistics Act 


Minister’s Salary 
Unclaimed moneys 
Bequests 


Minister’s Salary 

Parliamentary Assistant’s Salary 

George R. Gardiner Museum of Ceramic Art 
Ontario Olympic Lottery Sports Fund 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Bequests and Scholarships 

Ontario Education Association—Elementary 
Teachers’ Loan Fund 

Student Aid Loans, Write-off 

Teachers’ Superannuation Fund 

Superannuation Adjustment Fund 

Superannuation Adjustment Benefits 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Advance to Ontario Energy Corporation 


Payment 


Classification 


Expenditure 
Expenditure 
Charge 


Charge 


Charge 
Charge 
Charge 
Charge 


Charge 
Expenditure 


Expenditure 
Charge 
Charge 


Expenditure 

Expenditure 

Expenditure 
Charge 


Expenditure 
Expenditure 
Charge 


Charge 
Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 
Disbursement 


| 
| 


Expende 





15,447,7). 


{ 





i) 


Nn 
ann W 
CA RD ta 


- 


———— EEL 


eur 


Oo 
“ 
core 


152,404, 
31,868, 
49,311,!) 


L 


| 
233,679,() 


: 
4 
23) 


6,1 
325 ,000,') 


een 





| 
| 
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a 


‘Ministry 


nvironment 


| 





\ 
t 
rovernment 


ervices 
| 


idustry and 
| ° 
ourism 


! 





itergovern- 


iental 
airs 

i 

| 

Astice 

} 


Activity 


Payment 


Classification 


Expended 


eS 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Payments from the Provincial Lottery Trust 
Fund 


Reserve Fund for Renewals, Replacements and 


Contingencies 
Sinking Fund for Recovery of the Cost of 
Capital Assets 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ministers’ without Portfolio Salaries 
Contract security deposits 

Effingham Park Expropriation Trust Account 
Government Stationery Account 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Government Pharmacy 

Payments from the Provincial Lottery Trust 
Fund 

Terry Fox Research Fund 

Payments from Super Loto Trust Fund 

Reserve for outstanding cheques 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Ontario Development Corporation 
Northern Ontario Development Corporation 
Eastern Ontario Development Corporation 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 


Expenditure 
Expenditure 


Charge 
Charge 


Charge 


Expenditure 
Expenditure 
Expenditure 
Charge 
Charge 
Expenditure 


Expenditure 
Expenditure 
Expenditure 


Charge 
Charge 
Charge 
Charge 


Expenditure 
Expenditure 


Disbursement 
Disbursement 
Disbursement 


Expenditure 
Expenditure 


Expenditure 


$ 


23,300 
65253 


899,852 
724,399 


234,985 





1,888,789 





23,300 
6,254 
33,238 
43,850 
19,74] 
204,925 





331,308 





23,300 
6,627 
293,219 


26,199,998 
154,774 
10,000,000 
81,046 





36,759,024 





22,387 
329 
12,451,723 
10,532,636 
12,620,000 





35,633,075 





23,300 
7,200 





30,500 





3,000 
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ee cree ig el die ee ce ee 
Payment 
Ministry Activity Classification Expended — 
oe a SS 58 
$ 
Policy Payments from the Provincial Lottery Trust | 
Fund Charge 290,035 
293,035 
Labour Minister’s Salary Expenditure 23,300 
Parliamentary Assistant’s Salary Expenditure 6,431 
Payments from the Provincial Lottery Trust | 
Fund Charge 994,436 
Mine Rescue Training Expenditure 753,764 
Employment Standards—Unclaimed wages Charge 52,980 
| 
1,830,911. 
Management Minister’s Salary Expenditure 23,300 
Board of | 
Cabinet | 
Municipal Minister’s Salary Expenditure 23,300, 
Affairs Parliamentary Assistant’s Salary Expenditure 7,20u 
and Housing Election Expenses | 
The District of Parry Sound Expenditure 6,21€ 
Loans to Municipalities under the Shoreline | 
Property Assistance Act Disbursement 907,100 
943,81¢ 
| 
| 
Natural Minister’s Salary Expenditure 23,30 | 
Resources Parliamentary Assistant’s Salary Expenditure 7,201, 
Contract security deposits Charge 458,34:' 
Payments from the Provincial Lottery Trust 
Fund Charge 2,091 ,62', 
Timber licencees’ fund held in trust Charge 391,251 
} 
2,97 ieee 
Northern Minister’s Salary Expenditure 23,301 ! 
Affairs Parliamentary Assistant’s Salary Expenditure 7,10' 
= 
30,40 | 
Office of the Premier’s Salary Expenditure 


Premier 

















EXHIBITS 


Payment 
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Ministry Activity Classification Expended 
he a a a nen Th i kate a Saar t aT oS t  n —eey 
| $ 
ffice of the Provincial Auditor’s Salary Expenditure 82,267 
rovincial 
i 
esources Minister’s Salary Expenditure 23,300 
evelopment 
plicy 
enue Minister’s Salary Expenditure 23,300 
Parliamentary Assistant’s Salary Expenditure 6,253 
Contract security deposits—Retail Sales Tax Charge 45,166 
Local Services Board Levy Charge 3,896 
| Province of Ontario Savings Office Program Expenditure 5,390,172 
} 
| 5,468,787 
oeial Minister’s Salary Expenditure 23,300 
evelopment _— Parliamentary Assistant’s Salary Expenditure 7,200 
olicy 
| 30,500 
dlicitor Minister’s Salary Expenditure VO25 
eneral Payments under the Ministry of Treasury and 
Economics Act Expenditure 130,838 

Metropolitan Police Force Complaints Project Expenditure 45,218 
| Hearings Under the Police Act Expenditure 3,002 
Ontario Police College Library Trust Fund Charge 6,419 
Payments under the Police Act Expenditure 9,959 
| Cloud II Trust Fund Charge 163 
! 202,624 
ransportation Minister’s Salary Expenditure 23,300 
ad Parliamentary Assistant’s Salary Expenditure 6,273 
ommunica- _ Asset Replacement Charge 2,500 
ons Contract security deposits Charge 1,700 
| 33,773 
| 
reasury and Minister’s Salary Expenditure 23,300 
conomics Parliamentary Assistant’s Salary Expenditure 6,253 

Public Debt 
Interest on Ontario Securities 
Public Issues 
For general purposes Expenditure 86,058,882 





178 


Ministry 
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Activity 


Payment 


Classification 


\ 
| 
4 
| 
a 


Expended } 


—_————._ OOOO 


Treasury and 
Economics 
(cont’d) 


Budgetary Expenditure 
Disbursements 


Non-Public Issues 
Canada Pension Plan 
Investment Fund 
Teachers’ Superannuation Fund 
Ontario Municipal Employees 
Retirement Fund 
Other 
Interest on Public Service Superannuation Fund 
Interest on Superannuation Adjustment Fund 
Interest on The Province of Ontario Savings 
Office Deposits 
Other interest, exchange, discount and 
commission 


Development Loans 


The Ontario Municipal Improvement 
Corporation 


Pension Funds, Deposit, Trust and Reserve 
Accounts 


Payments from Public Service Superannuation 
Fund 

Payments from Superannuation Adjustment 
Fund: 
Public Service Superannuation Plan 
Teachers’ Superannuation Plan 
Retirement Pension Plan of Ryerson 

Polytechnical Institute 

Caucus Employees Retirement Plan 

Payments from Legislative Assembly 
Retirement Allowances Account 

Other 


Debt transactions 


Total Statutory Payments 


Summary of Statutory Payments 


C/A rer Reker e Sia hwee eee arma feel elelataals bie (hie elatal uta arene 


SENS 'S) OUR EY 60.8 8) Ole. Ne bik) Sia Te atk 
S08 e) S61 8 ek we Ge OSS. 6 elma wR) Ble) 616) Srararere 
CC CRC CeCe err Cena e 

TS 8 858) 00 6 6 Vie es 6) C616 le (ete ele a 18 Oe ole .ere elerelaensieya 


SSC OUS AED ga WB) Bele) e Bke.@ 6 ere 1e Sib 8) wl Gralla) a) 6S) we Shalere eee: 


Expenditure 
Expenditure 


Expenditure 
Expenditure 
Expenditure 
Expenditure 


Expenditure 


Expenditure 


Disbursement 


Charge 


Charge 
Charge 


Charge 
Charge 


Charge 
Charge 
Retirements 
of Loans 


$ 


2,099,528 ,140 
392,864,459 
194,442,544 

75,400,570 





2,762,235,713* ( 








* Does not include Ontario Hydro transactions. See Report section 4.9 


s 

} 

| 
837,191,688 
378,207,440 


{ 
117,250,593. 
33,534,418. 
202,266,515, 
55,994,513 


98,364,120. 


| 
23,601,067, 


100,572,584. 


12,124,142 
13,459,528 


56,151. 
19,502; 


994,531. 
5,624,804, 


( 
75,400,571! 


2,043 ,609,60; 


2,762,235,71.. 
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a 
EXHIBIT 6 





OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 


Year Ended March 31, 1982 
(See Note) 


MINISTRY AUDITS 


Agriculture and Food 
Attorney General 
Colleges and Universities 
Community and Social Services 
Culture and Recreation | 
Education 

Energy 

Health 

Industry and Tourism | 
Intergovernmental Affairs | 
Justice Policy | 
Labour 
Management Board of Cabinet (including Civil Service Commission) | 
Natural Resources | 
Northern Affairs 
Office of the Premier and Cabinet Office 
Resources Development Policy | 
Revenue 
Social Development Policy 
Solicitor General 
Transportation and Communications 
Treasury and Economics 





SPECIAL REVIEWS 


Management Controls Reviews: 
Forest Fire Management, Ministry of Natural Resources | 
Program and Estimates Activity of the Policy Development anc 

Analysis Program, Management Board of Cabinet 
Administration of Grants to Native People, Secretariat for 
Resources Development | 


Reviews for Standing Public Accounts Committee: | 
Project evaluation re computer conversion projects, control 01 
information and ratio of internal vs. external processing, 


work, Ministries of Correctional Services and of the Envi- 
ronment 
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Detailed Reviews of EDP activities and Associated Management 
Controls: 


Ontario Northland Transportation Commission 
Ministry of the Attorney General 
Ministry of Government Services 
Other: 








Audit of Contract between the Ministry of Agriculture and Food 
and the University of Guelph 


RDTE: In general, this listing includes audits completed between the date (September 30, 1981) 


of our 1981 Report and the date (September 30, 1982) of this Report. In all cases, at least 
a portion of the period covered by the audit fell within the fiscal year ended March 31 
1982. 


AGENCY OF THE CROWN AND CROWN CONTROLLED 


AUDITOR’S REPORT FOR 1981-82 


EXHIBIT 7 | 


OFFICE OF THE PROVINCIAL AUDITOR | 


CORPORATION AUDITS 
Year Ended March 31, 1982 
(See Notes) 





| 
AGENCIES OF THE CROWN : 


(i) 


(11) 


Whose accounts the Provincial Auditor is appointed to audit by its | 
shareholders or by its board of management, board of directors or \ 
other governing body. 


Ontario Educational Services Corporation 
Ontario Industrial Training Institute 

* Ontario Land Corporation 

* Ontario Mortgage Corporation 
Ontario Waste Management Corp. | 
The Owen Sound Transportation Company, Limited | 

(December 31, 1981) | 

Soldiers’ Aid Commission | 
Star Transfer Limited (December 31, 1981) 


Whose accounts are audited by the Provincial Auditor pursuant to 
appointment under any Act or by the Lieutenant Governor in Coun- | 
cil. 


* The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of 
Ontario | 
Alcoholism and Drug Addiction Research Foundation 
* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses | 
* The Crop Insurance Commission of Ontario 
* Eastern Ontario Development Corporation | 
* Farm Income Stabilization Commission of Ontario 
The Fund for Milk and Cream Producers, The Milk Commission 
of Ontario 
IDEA Corporation (Note 2) 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund | 
* Liquor Control Board of Ontario 
The McMichael Canadian Collection 
* The Niagara Parks Commission (October 31, 1981) 
* Northern Ontario Development Corporation 
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North Pickering Development Corporation 
Office of the Assembly 
Office of the Official Guardian 
Office of the Ombudsman 
Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 1981) 
* Ontario Development Corporation 
* The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 
* Ontario Food Terminal Board 
The Ontario Heritage Foundation 
* Ontario Housing Corporation (December 31, 1981) 
Ontario International Corporation 
* The Ontario Junior Farmer Establishment Loan Corporation 
* Ontario Lottery Corporation 
* The Ontario Municipal Improvement Corporation 
* Ontario Northland Transportation Commission (December 31, 
1981) 
* Ontario Place Corporation 
Ontario Racing Commission 
* Ontario Stock Yards Board (June 30, 1981) 
The Ontario Telephone Development Corporation 
* The Ontario Universities Capital Aid Corporation 
Ontario Waste Management Corporation (Note 2) 
Pension Commission of Ontario 
Police Complaints Board (Note 2) 
Province of Ontario Council for the Arts 
Public Complaints Commissioner (Note 2) 
* Public Service Superannuation Fund 
* The Public Trustee of the Province of Ontario 
Residential Tenancy Commission 
The St. Clair Parkway Commission (December 31, 1981) 
The St. Lawrence Parks Commission 
* Superannuation Adjustment Fund 


(iii) Whose accounts are audited by an auditor, other than the Provincial 
Auditor, appointed by the Lieutenant Governor in Council. These 
audits are performed under the direction of the Provincial Auditor 
pursuant to section 9(2) of the Audit Act. 


Board of the Community Psychiatric Hospital, Guelph 
Clarke Institute of Psychiatry 

The Ontario Cancer Institute 

Ontario Mental Health Foundation 


oe ee 
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Teachers’ Superannuation Fund (December 31, 1981) | 
* Workmen’s Compensation Board (December 31, 1981) | 


The audit of whose accounts the Provincial Auditor is required to 
direct or review, or in respect of which the auditor’s report and 
working papers used in the preparation of the auditor’s statement are” 
reduced to be made available to the Provincial Auditor under the 


agency’s governing Act. 


* Toronto Area Transit Operating Authority ! 


CROWN CONTROLLED CORPORATIONS, whose accounts are audited by an 


auditor other than the Provincial Auditor, with full access by the Provincial Audi-| 
tor to audit reports, working papers and other related documents. 


Beechgrove Regional Children’s Centre Board of Governors 
The Board of Governors of The Ontario Institute for Studies in. 
Education (April 30, 1982) 
The George R. Gardiner Museum of Ceramic Art (Note 2) 
Metropolitan Toronto Convention Centre Corporation 
Ontario Cream Producers’ Marketing Board (September 30, 
1981) 
* Ontario Energy Corporation (December 31, 1981) | 
Ontario Historical Studies Series | 
* Ontario Hydro (December 31, 1981) 
The Ontario Milk Marketing Board (October 31, 1981) 
Ontario Municipal Employees Retirement Board (December 31, 
1981) | 
Ontario Research Foundation (December 31, 1981) | 
Ontario Share and Deposit Insurance Corporation (December 31, 
1981) : 
The Ontario Transportation Development Corporation (December 
31, 1981) 
Oren Van Pool Organization Limited (December 31, 1980) 
The Royal Ontario Museum (June 30, 1981) 
* Urban Transportation Development Corporation Ltd. (December 
31, 1981) ! 





| 


* Audited financial statements reproduced in 1981-82 Public Accounts, the majority appearing ir 
Volume 2 thereof. 


Note 1: In all cases, the audit covered the fiscal period of the Agency or Corporation. In most canal | 
the fiscal period ended on March 31, 1982. Where the fiscal period ended on a date othe’ 
than March 31, 1982, such date has been indicated in parenthesis. 


Note 2: Newly established this fiscal year. 


a 
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| EXHIBIT 8 
| 
| OFFICE OF THE PROVINCIAL AUDITOR 
PROVINCE OF ONTARIO 
/ 
STATEMENT OF EXPENDITURE 
| for the year ended March 31, 1982 
| 1982 1981 
| Estimates Actual Estimates Actual 
Salaries BU CWALCS 5 cai cesa ns $2,808,000 $2,387,375 $2,138,500 $1,977,740 
fmployee benefits .............. 454,000 356,286 334,000 311,635 
Transportation and 
| communication ............ 80,000 96,031 68,500 77,180 
rena tinnsndnccae vencnn ss 90,000 129,516 120,000 186,792 
Supplies and equipment ........ 25,000 56,054 15,000 13,372 
Canadian Comprehensive 

Auditing Foundation ...... 27,000 27,000 24,000 24,000 

3,484,000 3,052,262 2,700,000 2,590,719 


Provincial Auditor’s salary 
la (the Audit Act) ............ 65,000 82,267 59,000 64,853 


$3,549,000 $3,134,529 $2,759,000 $2,655,572 











NOTES 


ie Accounting Policy 
The statement of expenditure has been prepared using the basis of accounting fol- 
lowed by the Province of Ontario with respect to the Public Accounts. This basis uses the 
“cash flow’’ principle of accounting modified to allow an additional thirty days to pay for 
goods or services pertaining to the fiscal year just ended. 


h Estimates 


The estimates shown above are those noted and approved, including supplementary 
estimates where applicable. 
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<< 
AUDITORS’ REPORT 


TO THE BOARD OF INTERNAL ECONOMY 
THE PROVINCE OF ONTARIO 


We have examined the statement of expenditure of the Office of the Provincial Auditor 
for the year ended March 31, 1982. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we con- 


sidered necessary in the circumstances. 
In our opinion, this statement presents fairly the expenditures of the Office of the Pro- 


vincial Auditor for the year ended March 31, 1982 in accordance with the basis of accounting 
described in Note 1 to the statement applied on a basis consistent with that of the preceding year. 


Toronto, Ontario CLARKE, HENNING & CO. 
August 13, 1982 CHARTERED ACCOUNTANTS 
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| GENERAL 


| 
11 Introduction 
| 


| This Report has been prepared pursuant to section 12(1) of the Audit 
Act, which requires the Provincial Auditor’s annual Report to be submitted 
to the Speaker of the Assembly not later than December 31st each year, 


provided that the Public Accounts have previously been laid before the 
Assembly. 


Sections of the Audit Act relevant to the responsibilities of the 
Provincial Auditor are set out in Exhibit 1 of this Report. 


1.2 Timetable for Preparation and Submission of Annual Report 


To comply with section 12(1) of the Act, and to allow the required 
ime for the preparation and printing process, our annual reports cover all 
iudits completed to the end of each September. This Report, therefore, 


‘Overs audit activity through the twelve month period from October 1982 to 
september 1983. 


In this connection, as a result of printing deadlines, it is not possible 

0 include in this Report any replies from ministries and agencies of the 

-rown which have been received subsequent to September 30. However, all 

‘uch replies are forwarded by this Office to the Standing Public Accounts 
-ommittee of the Legislature after this Report has been tabled. 


| A complete description of the process leading up to the issue of this 
Xeport is contained in section 6.9. 


3 Basis of Reporting 


The contents of this Report are prescribed by section 12(2) of the 
\udit Act (See Exhibit 1 — CONTENT OF ANNUAL REPORT). Its purpose 
3 to bring to the attention of the Legislative Assembly those matters which 
ave been observed and are considered significant. In many respects, 
rerefore, this is a report by exception. 


Reporting in this manner may unduly emphasize deficiencies with- 
‘ut giving credit for the many situations where no significant irregularities 
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a 
were observed. Indeed, several audits conducted during the past year 
disclosed no matters of major significance. With certain other audits, | 
although weaknesses and deficiencies were noted, the program activities and 
systems reviewed, when taken as a whole, were found to be generally well. 


controlled. 


In accordance with section 12(2)(a) of the Act, we are pleased to. 
report that we received all the information and explanations required in 
carrying on the work of the Office. 


1.4 Status of Suggested Corrective Action and Recommendations | 
Contained in Previous Annual Reports 


It is our practice to follow up on the status of suggested corrective, 
action and recommendations at the time of our next audit of each ministry) 
or agency of the Crown. The status of suggested corrective action and 
recommendations contained in our 1982 Report is indicated in Exhibit 9 of; 
this Report. Exhibit 9 also provides an update on the status of corrective 
action and recommendations considered unresolved per Exhibit 9 of our 
1982 Report. 


1.5 The Standing Public Accounts Committee 


Standing Order 91 of the Legislative Assembly requires that the 
Report of the Provincial Auditor and the Public Accounts be referred to the 
Standing Public Accounts Committee as they become available. The 
Committee, which is appointed for the life of each Parliament, currently 
consists of twelve members, with Committee membership proportional tc 
the respective Party membership in the Legislature. As has been the case: 
since 1968, the Chairman is a member of the Official Opposition Party. | 


The Public Accounts Committee plays an important role in the 
process of accountability for public funds by focusing attention on areas Oo! 
concern to the Legislative Assembly and to the public. The Committe 
provides the forum to which officials of ministries and agencies may be 
called to account for the legality and prudence of government expenditure’ 
and the establishment of proper administrative policies and procedures. | 


In our opinion, one of the key prerequisites for an effective Public 
Accounts Committee is a commitment to operate in an atmosphere which 
unlike the full Legislature, is not designed to be partisan in nature. Debate! 
in the Legislature tend to focus on policy and to follow party lines, wherea’. 
Public Accounts Committee meetings should deal with the administration 0 | 
government programs. 


i) 
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ae CL 
| Reference was made in our 1982 Report (section 1.5) to the activities 
of the Standing Public Accounts Committee during the First and Second 
Sessions of the Thirty-Second Parliament, prior to adjournment of the 
Assembly on July 7, 1982 for the summer recess. 


| 
| 
| 
| 
| 
| 
| 
| 


| Upon the return of the Legislature in the fall of 1982, the Committee 
‘resumed its activities. Seven meetings were held during the months of 
October to December 1982. The Committee submitted its final report for 
1982 on December 20, prior to the adjournment of the House on December 
21, 1982. When the Legislature re-convened on January 17, 1983, the 
Committee held two more meetings prior to the proroguing of the 
Legislature on February 23, 1983. 


The Committee received the authorization of the Assembly to sit 
during the interval between sessions. As a result, meetings were held on 
March 8, 9 and 10, 1983. Additionally, the Committee visited Ottawa and 
observed two meetings of the federal Public Accounts Committee. As part 
of this trip, the Committee also held meetings with members of the federal 
Committee, as well as with officials of the Offices of the Auditor General 
and Comptroller General of Canada. 


After commencement of the Third Session of the Thirty-Second 
Parliament on April 18, 1983, the Committee held seven meetings during the 
months of April to June, prior to adjournment of the Assembly on June 21, 
1983 for the summer recess. 


The Committee was authorized by the House to hold a meeting on 
June 23, to hold additional meetings during the summer adjournment and to 
travel to Washington during the week of October 2, 1983. The Committee’s 
June 23 meeting consisted of a tour of the Ministry of Revenue’s new offices 
in Oshawa and discussions with ministry officials and the Minister. 
Meetings were held during the last week of September dealing with the 
accountability of selected Crown agencies. The planned trip to Washington 
will include meetings with officials of the United States General Accounting 
Office. 


1.6 Recommendations of the Standing Public Accounts 
Committee 


For informational purposes, Exhibit 10 of this Report provides the 
urrent status of recommendations contained in the Standing Public 
Accounts Committee’s December 20, 1982 Report to the Legislature. 
exhibit 10 also provides an update on the status of recommendations 
‘ontained in previous Committee reports, to the extent that such 
€commendations were considered unresolved by the ministry or agency per 
xhibit 10 of our 1982 Report. 
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SUMMARY OF AUDIT OBSERVATIONS 





2.1 Introductory Comments | 

The following two sections have been prepared to provide the reader 
with a brief overview of the audit conclusions and observations contained i in 
Chapters 3 and 4 of this Report, together with our views as to the most 
significant sections. For additional information, together with our 
recommendations, reference should be made to the relevant detailed 
sections of this Report, which have been identified. 


2.2 Comments on Ministry Operations 


Transfer payments represent a major portion of the Provinemel 
operations. For the 1983 fiscal year, such payments amounted to $16.4 
billion, or 73 per cent of the Province’s total budgetary expenditure. In light 
of this, the Office is concerned with the accountability relationships between 
ministries and transfer payment recipients. Accordingly, section 3.2 of this 
Report summarizes, for major transfer payment programs, the current 
status of the accountability relationships, together with deficiencies and 
actions in process by the government and ministries to address the 
deficiencies. 


Reference should also be made to section 3.18 of the Report, 
representing the results of an in-depth audit of the major operations of the 
Ministry of Tourism and Recreation. The audit criteria which were used tc. 
assess the controls and practices related to the objectives of this broad scope 
audit are also summarized. | 


A summary of our conclusions regarding the other sections of 
Chapter 3 is set out as follows: 


Various Ministries, EDP Utilization 


(3.3) Resulting from a survey of all ministries to determine the extent 0! 
EDP usage and related equipment and resources, very fev 
ministries were able to provide all of the requested information. 


¢Policies concerning EDP set forth in the Ontario Manual o 
Administration needed to be updated and expanded. 


Ministry of Agriculture and Food, Ontario Farmstead 
Improvement Program 
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(3.4) +¢The Program was not planned and managed with the intent of 
| limiting expenditures to the $5 million initially allocated. 


¢ There were well-designed procedures in place to measure and report 
on the effectiveness of the Program, although results as reported in 
a Ministry publication were misleading. 


Ministry of Community and Social Services, Provincial Allowances 
ind Benefits 


3.5) +Established policies and procedures on case documentation were 
| appropriate, but were not being fully complied with. 


Ministry of Consumer and Commercial Relations, Trust 
Company Takeovers 
! 


3.6) «To March 31, 1983, two Management Board Orders had been 
issued authorizing amounts totalling in excess of $7.5 million to 
pay for the various services as required. 


Ministry of Education, General Legislative Grants 


3.7) Since program objectives for such grants were not established in 
| writing, we could not determine whether satisfactory procedures 
were in place to measure and report on program effectiveness. 


«Grants were generally administered by the Ministry with due regard 
for economy and efficiency. 


¢The audited financial statements received from school boards 
provided reasonable assurance that grants were spent to further 
educational objectives. 


: ¢The Ministry did not have procedures in place to assess whether 
school boards were operating with due regard for economy and 
efficiency. 


linistry of the Environment, Environmental Control Program 


8) «Deficits under many service agreements were much higher than 
| forecast and could prove uncollectible. 


- The accounts receivable system for utility service rate charges was 
time consuming and inaccurate. 


- There were delays in the reimbursement of significant costs to two 
regional municipalities for Operating water and sewage treatment 
facilities. 


Vinistry of Government Services, Construction of Accommodation 


(9) We reviewed a number of construction projects which had 
experienced delays ranging from several months to several years, or 
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had been completed but were deemed unsatisfactory in that they 
were non-functional or dysfunctional, hence contributing to a lack | 
of economy and efficiency. | 


Ministry of Health, Operating Grants to Hospitals 


i 


(3.10) «Several initiatives had been implemented or were in course of 
implementation to strengthen the management controls and. 
information systems over operating grants to hospitals. | 


Ministry of Health, OHIP Group Billings 


(3.11) «Improved collection policies and procedures were required. | 
Ministry of Labour, Construction Health and Safety Branch | 
(3.12) »*A number of steps could be taken to achieve additional economy 

within the branch. | 


«Although performance statistics reported from the field were 
reasonably good, branch management was not fully utilizing this, 
information nor following up on apparent problems. 
Ministry of Northern Affairs, Hornepayne Town Centre Project 
(3.13) «The Province did not conduct a feasibility study prior to its 


participation in the project. 


¢ The Province’s share of the $11,660,000 contract price consisted of 
net grants of $3,704,000 together with $795,000 in present value of 
future lease payments. | 


*Delays in negotiating leases and occupying the public sector, 
facilities resulted in the Ministry making payments :of $338,000 
with respect to unsigned leases for unoccupied premises. | 


¢From a strictly financial aspect, as a return on investment to the! 
taxpayers of the Province, the investment in the Town Centre 
would be difficult to justify. ! 
Ministry of Revenue, Accounts Payable System 
(3.14) *Overall internal controls associated with this system wert 
satisfactory, although there was considerable scope fo. 
improvement in connection with the hiring of consultants anc 
recruitment of systems personnel in Britain. ) 


Ministry of the Solicitor General, O.P.P. Telecommunications Project | 


(3.15) Estimated costs of this project have risen from $24.4 million i | 
1980 to approximately $70 million. : 


Ministry of the Solicitor General, Short Term Absences 


| 
| 
| 
}4 
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(3.16) «There was a lack of control over absences for short term sickness 


| regarding management employees of the Ministry. Such absences 
were significantly higher than those in other ministries, 





Ministry of the Solicitor General, Ontario Police College 


3.17) ¢ There was a lack of due regard for economy and efficiency in major 
| areas of the College. 


¢ Internal controls were generally inadequate and established policies 
and procedures were not always complied with. : 


finistry of Tourism and Recreation, Agency of Record and 
rovernment Advertising 


3.19) «Continued selection of the incumbent Agency of Record would 
seem virtually unavoidable. 


¢ For various reasons, the Government’s reporting systems did not 
accurately disclose total advertising costs. 


finistry of Transportation and Communications, Vehicle Licensing 
nd Registration 


}.20) Internal controls were sufficient to ensure that cash reported by the 

banks as received from agents was properly transferred to the 
| Consolidated Revenue Fund. However, controls were not sufficient 
to ensure that when licences were sold, all cash.collected by the 
agents was actually deposited to the credit of the Province. 


3 Comments on Crown Agency Operations 

Concerns have been increasingly raised as to the accountability of 
icorporated Crown agencies to both the Legislature and the Government. 
br example, the Auditor General of Canada devoted one segment of his 
82 Annual Report to this subject, and the Ontario Standing Public 
.ccounts Committee has held meetings in June and September 1983 dealing 
uth this subject. 


| With this in mind, section 4.2 of this Report summarizes our views 
( the situation as it now exists in Ontario, including what we feel are the 
lajor issues relating to the accountability of such corporations in Ontario. 


A summary of our observations regarding the balance of the sections 
i Chapter 4 is as follows: 


gencies, Boards and Commissions, Review Process 


(.3) *Despite the sunset review process, the number of agencies has 
| increased. 
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The Crop Insurance Commission of Ontario, Premiums | 
(4.4) «Premium levels for certain crops were inadequate. 
~The possibility of reinsurance with Canada should be actively 
pursued. 
Liquor Control Board of Ontario, Management Controls | 
(4.5) «There were no processes in place for policy development anc 
operational planning. 
*There was a lack of due regard for economy in the areas 0 
inventory and store development. | 
¢ Recruiting practices required improvement. 


Overall, management controls for the acquisition/construction 0 
the warehouse were satisfactory, although consultants’ supportin: 
source records for payroll costs and reimbursable expenses wer 
not audited by the Board. | 


eInternal controls reviewed were generally adequate, bu 
non-compliance with Government policy on the private use C) 
government vehicles was identified. 
Liquor Control Board of Ontario, Computer Operations 


(4.6) «Internal controls over the provision of EDP resources wel 
adequate. However, standards, policies and procedures fc 
monitoring the use of these resources were deficient. 


«System development standards were adequately documenter 
although compliance therewith was deficient. 


«Internal controls built into the application systems reviewed we) 
satisfactory. We did, however, note a deficiency in documentatior, 


The Live Stock Financial Protection Board, Consulting Services 


(4.7) eIn our opinion, there was a lack of due regard for economy | 
connection with the engagement of consultants. : 


Ontario Lottery Corporation, Advertising 
(4.8) eAnadvertising agency was selected without competitive bids. 
¢ Subcontractors were selected without obtaining competitive bids. 


«More effective advertising may have resulted by pretesting a nt, 
game feature of Wintario. | 


Ontario Place Corporation, Advertising 


(4.9) Advertising expenditures were not reduced as a result of Futu 
Pod advertising funded by BILD. 
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Ontario Waste Management Corporation, Various Matters 


(4.10) +There were irregularities, including the lack of competitive bids, in 
' connection with the engagement of consultants. 


¢Editing and transcription services were not being obtained 
economically. 


«New salary arrangements were made for the Chairman effective 
March 1, 1983. 


«No action had been taken to recover salary overpayments noted 
during the course of our audit. 


¢ Boardroom chairs were purchased at an excessive cost. 
The Owen Sound Transportation Company, Limited 


| (4.11) *Improvements in economy and efficiency could be made regarding 
| the operations of the M.S. Chi-Cheemaun. 
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COMMENTS ON MINISTRY OPERATIONS 


aul Introductory Comments 


Most of the comments contained in this segment of the Report 
pertain to audit observations and recommendations resulting from ongoing - 
ministry audits and special reviews. The audits on which the comments are 
based were completed since the date of our last Report and are listed in. 
Exhibit 6. 


3.2. Accountability for Transfer Payments 


For the 1983 fiscal year, transfer payments amounted to $16.4 
billion or 73 per cent of the Province’s total budgetary expenditure. The. 
major recipients of transfer payments include hospitals, universities, © 
municipalities and school boards. 


In light of the magnitude of the payments, we are especially 
concerned with the accountability for the funds. In this connection, we 
believe the government has the responsibility for assuring that the funds are. 
managed with due regard for economy, efficiency and effectiveness. | 


CLASSIFICATION OF EXPENDITURE 


Government expenditure can be classified in two general categories, 
Own Account and Transfer Payments. | 


*Own Account expenditure represents the salaries and benefits paid 
to employees and other direct operating costs (travel, services, 
supplies, etc.) incurred by the government in delivering its’ 
programs. The interest incurred on the debt obligations of the 
Province (e.g. Province of Ontario debentures) is also included in 
this category. 


e Transfer Payments represent: 


1) funds paid directly to Ontario residents (Income Support, 
Student Assistance) or to individuals (e.g. physicians, 
pharmacists) in payment of services provided to Ontario 
residents. Approximately 22 per cent of the transfer payments 
fall into this category. 
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li) funds paid to intermediary organizations or bodies (hospitals, 
universities) for the Purpose of providing services to the 
Ontario public. Approximately 78 per cent of the transfer 
payments fall into this category. 


¢The budgetary expenditure for the 1983 fiscal year may be 
summarized as follows: 





$ millions 
| Own Account 6,091 
| Transfer Payments 
i) Paid directly 3,560 
ii) Paid to intermediaries 12,858 16,418 
: Total Budgetary Expenditure 22,509 








PROGRAM EFFECTIVENESS 


It is the function of the government to develop and deliver programs 
0 meet the needs of the Ontario public. Inherent in this function is the 
“esponsibility to establish clearly defined program objectives and to monitor 
-he extent to which such objectives are achieved (program effectiveness). 


\DMINISTRATIVE EFFECTIVENESS 


The government must also be administratively effective. In other 
vords, government has the responsibility to acquire and utilize necessary 
esources in an economic and efficient manner, and to ensure that these 
esources are adequately safeguarded and expended in accordance with 
elevant legislation and policy directives. 


MIRECT VS INDIRECT CONTROL 


The government has complete control over the funds allocated for 
'wn account expenditure and should have the means at its ready disposal to 
€ fully accountable to the Legislature. The government is in a similar 
Osition with regard to transfer payments which are made directly to, or 
pecifically on behalf of, members of the public. 
| Where the programs are delivered through intermediaries, the 
Overnment does not have complete control over the process. For example, 
Overnment can control funds allocated for the provision of health care in 
Ospitals to the point that the funds are disbursed to the hospitals. From 
lat point on the hospitals have control whether these resources are utilized 
'fectively, economically and efficiently, and whether the funds are 
ifeguarded and expended in accordance with relevant legislation and 
irectives. In the absence of direct control, the government must seek 
-quired information and/or assurances by other means if it is to satisfy its 
‘sponsibility to the Legislature. 
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ACCOUNTABILITY FOR PROGRAM AND ADMINISTRATIVE | 
EFFECTIVENESS | 
The major recipients within the ‘intermediary’’ category of transfer 
payments are hospitals, school boards, universities and community colleges, 
and municipalities. The principal grants, together with the amounts paid 


during the 1983 fiscal year are listed below: 


$ millions 

Operation of hospitals and 

related facilities 3,428 
General legislative grants, elementary 

and secondary schools 2,661 
Operating grants, 

Universities 1,036 

Community Colleges 394 1,430 
Municipalities, Unconditional grants 614 

8,133 





These grants in total represent 63.3 per cent of the intermediary 
category of transfer payments. Our comments on accountabilty with respect. 
to the preceding grants follow. Further detailed comments on certain of. 
these grants are contained in our 1982 Report and elsewhere in this Report: | 


| 


Operation of hospitals and related facilities — section 3.10 of this 
Report. | 


General legislative grants, elementary and secondary schools — 
section 3.7 of this Report. 


Operating grants, universities and community colleges — section 2.7 
of our 1982 Report. : 


Section 6.7 of this Report also comments on the audit of transfer payments 
specifically with regard to the value for money issue. 


Operation of Hospitals and Related Facilitiates ($3,428 millon) 


The payment of grants for the operation of hospitals and relatec 
facilities is governed by the Health Insurance Act and the regulations made 
thereunder. Approximately 220 public hospitals and 130 related facilitie: 
such as private hospitals, treatment centres and mental institutions receiv 
operating grants, but over 96 per cent of the funds go to public hospitals 
The following comments apply mainly to public hospitals. | 


Current Status | 


¢-The Ministry of Health has processes in place to review ant 
approve allocations to hospitals and monitor the expenditure 
related thereto. | 


«Reports received by the Ministry from the hospitals include auditer 
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| financial statements together with other financial and statistical 
returns relative to their operating expenditures. 


«The Ministry also receives, compiles and publishes hospital 
statistics showing the utilization of services and care provided to 
patients. These annual reports include information on the volume 
of hospital care, trends in public hospital care, the distribution and 
occupancy rates of beds staffed and in Operation, etc. 


*Over 200 of the public hospitals in Ontario are accredited by the 
Canadian Council on Hospital Accreditation. The accreditation 
process includes a survey to determine whether the hospital meets 
standards established by the Council in such areas as the care of 
patients, organization and administration, direction and staffing, 
facilities and equipment, and quality assurance. 


Deficiencies 


¢ Although the Ministry now receives a large amount of information 
from the hospitals, and the accreditation process provides a broad 
indication of performance, further development of performance 
indicators is needed so that the Ministry can be reasonably assured 
that the operating grants are spent with due regard for economy, 
efficiency and effectiveness. 


* To date, there has been little audit activity at hospitals in the value 
for money areas, either on the part of the public accounting firms 
who audit the financial statements or by the Ministry’s internal 
audit branch. 


Actions to Address Deficiencies 


*Performance indicators derived from historical financial and 
operating data (for groups or similar hospitals) are being developed 
and tested by the Ministry’s Institutional Operations Branch. The 
indicators will be used to compare each hospital’s own 
performance over a three year period and also compare its 

| performance with other hospitals in its group in areas affecting 

economy and efficiency. 


| ¢The funding process has been altered by introducing the Business 
Oriented New Development (BOND) plan. Previously, hospitals 
were funded on a budgetary basis with annual increases being 
provided for inflation, negotiated salary and wage settlements, and 
growth, depending on the availability of funds. Where actual 
Operating costs, as evidenced by the audited financial statements, 
were less than the funds already allocated and paid by the Ministry, 
the Ministry recovered the excess from the hospital. Where actual 
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operating costs exceeded the Ministry’s allocation, the hospital 
absorbed the difference. However, in many cases, upon request of 
the hospital, the Ministry funded the hospital’s deficit, either 
partially or fully, depending on the availability of funds. 


The main thrust of the BOND plan is to change the financial 
accountability relationship between the Ministry and each hospital. 
Hospitals will be allowed to retain any surplus on operations and 
will have to absorb any deficit. The Ministry believes the BOND 
plan will encourage hospitals to maximize their revenues (other 
than the operating grants) and achieve reductions in expenditure 
through economy and efficiency of operations without detriment to 
patient care. 


eA pilot project being conducted by the Kingston General Hospital. 
over a three year period is intended to provide a new basis for cost 
accounting and measurement of productivity in _ hospitals. 
Additional benefits expected from the project are relative to the 
measurement of effectiveness, including being able to: 
—identify differences in practices between hospitals; and 


—assess the rationality of hospital services and equipment oné 
district and provincial basis. 


¢The Ministry of Health in February 1983 established ” 
Comprehensive Audit Steering Committee whose primary purpos¢ 
is to develop an overall strategy and a reasonable methodology >| 
the audit approach in hospitals. 


Prior to appointment of the Committee, two pilot projects hac, 
been undertaken at individual hospitals by consulting firms. I) 
April, 1983, the Committee selected another three consulting firm 
to further test the application of the ‘‘Comprehensive Audit’ 
concept in hospitals and assess its potential. The terms of referenc: 
for these assignments, which are to be completed by September 30 
1983, encourage a ‘‘top-down’’ approach to the concept b 
examining the organization of the hospital board, administratio! 
and medical staff. The firms are also to examine the relationship 0 
the hospital to planning bodies and other health care institutions 1! 
the immediate area. 


General Legislative Grants, Elementary and Secondary Schools 
($2,661 million) 


The conditions governing the payment of general legislative grant 
are prescribed by regulations made under the Education Act. 
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Current Status 


¢With respect to information on the effectiveness of the school 
system, the Regional Services Division of the Ministry carries out 
detailed reviews at school board and school levels, the results of 
which are used to: 


— review and assess program policy and development; 


—establish standards and norms of different phases of school 
Operations so that all school boards have measurements for 
comparative purposes; and 


—report specific findings to individual school boards to highlight 
areas for improvement. 


Additionally, the Ministry has provided an option available to 
school boards for evaluation of their school Systems with the 
assistance of Ministry and other expertise. 


‘Reports received by the Ministry from school boards include 
audited financial statements and other statistical information such 
as enrolment data, number of full time teachers and per pupil cost. 


Deficiencies 


¢ We understand that the statistical information received, although 
containing some basic data for assessing whether funds are spent 
with due regard for economy and efficiency, is not used for these 
purposes by the Ministry. 


- The audited financial statements provide reasonable assurance that 
grants are spent to further educational objectives. However, the 
(external) auditors do not have a mandate to provide independent 
assurances to school boards, and to the Ministry, regarding 
economy, efficiency and effectiveness. 


Actions to Address Deficiencies 
¢ We have recommended that the Ministry: 


1. Use the information presently received from the school boards to 
develop performance measurement indicators. 


2. Request school boards to provide additional information for 
improvement of performance indicators. 


3. Examine the role that audit can play in providing independent 
assurances to school boards and to the Ministry regarding 
economy, efficiency and effectiveness. 
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Operating Grants, Universities ($1,036 million) 


The enabling Acts for universities place financial responsibility with | 


their governing bodies, usually a Board of Governors. The acts also give the | 
governing bodies responsibility for the government, conduct, management — 
and control of the universities. In this connection, the Deputy Minister, © 


Ministry of Colleges and Universities, in March 1983 informed us in part 


that: 


‘University governing bodies are, therefore, accountable 
only to the Legislature for the operation of their institutions. 
Presumably, this accountability includes the responsibility 
for ensuring that the universities are operated with due 
regard to economy, efficiency and effectiveness. However, 
this aspect of their accountability has never been set out by 
the Legislature nor has the Legislature established a means to 
specifically ensure that this responsibility is exercised.”’ 


Current Status 


¢The Ministry receives audited financial and enrolment statements 
from the universities as assurance that the grants have been used. 
for operating purposes and that the weighted enrolment on which | 
they are based has been verified. | 


«The Deputy Minister has advised us that the Ministry encourages. 
universities to: | 


—comment on how they exact accountability; 


—cbonduct operational reviews on a regular basis; and 


—report the results of the reviews to the Ministry. : 
¢The Ministry has conducted studies and collected data, which it: 
says demonstrates, as a whole, the economy and effectiveness of 
the total system. Examples cited are cost per student data and. 
student/faculty ratios which are compared to those for other 
jurisdictions and to prior years. Periodic surveys of graduate 
placement achievement are also carried out. | 


Deficiencies 


¢The Ministry does not require the universities to report on how 
economically, efficiently and effectively the grants have beer 
utilized. | 


Actions to Address Deficiencies 


eIn light of the Deputy Minister’s previously quoted comments, thr 
Ministry will continue to attach only two conditions to th: 


{ 
( 
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operating grants, namely that they be used for operating purposes 
and that the weighted enrolment be verified. However, the Ministry 
will continue to encourage universities to provide additional 
information. 


| Although not directly related to the foregoing deficiencies, Bill 42 
(an Act to amend the Ministry of Colleges and Universities Act) has been 
introduced in the Assembly. This Bill, if passed and proclaimed, would 
require that no university incur in any fiscal year a cumulative deficit in its 
operating fund exceeding two per cent of its operating revenue for the year. 


| Operating Grants, Community Colleges ($394 million) 


| Pursuant to the Ministry of Colleges and Universities Act, the 
Minister has financial responsibility as well as responsibility for the 
maintenance, conduct and governance of the colleges. A Council of Regents 
provides the Minister with funding advice concerning operating grants. The 
colleges, each with a Board of Governors, have developed as semi- 
autonomous institutions. 


Current Status 


: 


-The Ministry receives audited financial and enrolment statements 
from the colleges as assurance that the grants have been used for 
their intended purposes and that the enrolment upon which they are 
based has been verified. 


j 


*In addition to the audited statements, the Ministry receives and 
compiles a variety of statistical data. The Ministry’s College 
Affairs Branch has started developing some measures of college 
efficiency from the data. 


*A 1982 regulation provides for operational reviews to be carried 
out at the colleges in a manner approved by the Council of Regents. 
The reviews are expected to encompass an examination of 
management controls and processes. 


Deficiencies 


«The Ministry needs further assurance that the funds are being used 
by the colleges with due regard for economy, efficiency and 
effectiveness. 


‘Terms of reference have not yet been established for the 
operational reviews at the colleges. 


Actions to Address Deficiencies 


¢The Ministry has moved to strengthen the accountability process 
by: 


| 
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— Developing further productivity (efficiency) standards from the. 
statistical data available and having the standards accepted yy 

the colleges. | 


— Appointing a task force (with Ministry and college members) to 
identify areas the colleges should be examining and to develop. 
methodology which will assist colleges in carrying out. 
operational reviews. i 


It is expected that the management systems at the colleges eventually 
will be capable of reporting productivity measurements which the 
Ministry’s internal auditors can verify. | 


Unconditional Grants to Municipalities ($614 million) 


Municipalities annually receive approximately $2 billion in operating: 
and capital grants from some 14 ministries. The grants comprise over 17 per. 
cent of the ‘‘intermediary category’? of transfer payments. A major’ 
component thereof is unconditional grants, which all municipalities receive. | 


The Ontario Unconditional Grants Act and the regulations made’ 
thereunder govern the payment of unconditional grants to municipalities. 
These grants, which provide assistance towards the financing of municipal 
services, consist of per capita grants, resource equalization grants and’ 
support grants. The Act is administered by the Ministry of Municipal 
Affairs and Housing. 


| 
| 
‘ 


Current Status 

¢Accountability with respect to the financial affairs of @ 
municipality as a whole is provided to the Ministry through auditec 
financial statements. The Ministry also requires that the municipa. 
auditor complete and return a municipal audit questionnaire 
dealing with expenditure and revenue control matters. | 


¢ Other data received by the Ministry include; 


—a municipal budget report used as a means of identifying 
potential long range problems and making fiscal projections tos 
Provincial budget purposes. 


—a financial information return used to plan economic strategy 
compare and evaluate performances of municipalities, an¢ 
determine certain grant entitlements. 


Deficiencies 


¢ The information received by the Ministry is mainly financial. Th 
Ministry does not request assurances that the municipalities ar 
exercising due regard for economy, efficiency and effectivenes 





| COMMENTS ON MINISTRY OPERATIONS 27 


| with respect to the provision of municipal services. In this 
connection, we note that pursuant to section 3 of the Municipal 
Affairs Act, the Ministry may prescribe the manner in which all 
| funds and moneys are accounted for as well as the reports, returns 
| and statements to be furnished by the municipal auditors. 


] ¢The report of a 1982 study commissioned by the Ministry on 

| accountability noted the general lack of meaningful performance 

| indicators in municipal government. The report indicated that 

| better management, higher efficiency and improved accountability 
would result from the use of performance indicators. 


Actions to Address Deficiencies 


‘In September 1981, the Ministry published and distributed (to 
municipalities) an advisory booklet entitled **Performance 
Measurement for Municipalities’. The booklet discusses 
performance measurement in the context of efficiency and 
effectiveness in the services provided and notes that their 
evaluation is an essential ingredient in improved management. 
Distribution of the booklet was accompanied by a Performance 
Measurement Manual and Catalogue developed by the City of 
Thunder Bay in association with the Ministry. 


*Phase 2 of the aforementioned 1982 study will address key 
questions on the conduct of audits in municipalities including the 
extension of such audits to examine operational as well as financial 
accountability. 


*The Ministry also supports a three-year ‘‘Municipal Action’? 
program whereby it funds individual municipal projects aimed at 
| increasing productivity, improving cost effectiveness and refining 

Staff expertise. 


[ASK FORCE ON THE AUDITING OF ONTARIO GOVERNMENT 
[RANSFER PAYMENT RECIPIENTS 


In early 1982, Management Board of Cabinet established a senior 
evel interministerial task force to address the auditing of transfer payment 
ecipients. 

! In its report of March 1983, which is being reviewed by the 
Overnment, the task force recognized that audit is a process superimposed 
N an accountability relationship to provide assurance that information is 
ppropriately disclosed and fairly presented. The task force suggested that 
le auditing of recipients be broadened to include the evaluation of 
lanagement controls — those concerned with economy, efficiency and 
ffectiveness — so that the need for assurance in this regard can be met. 
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Other recommendations dealt with ways to achieve greater consolidation — 


and coordination of audits. 


The task force also emphasized the dependence of effective auditing 
on a clear statement of the objectives which the recipients are accountable 
for achieving with the funds. The task force felt that objectives should 
reflect the expectation by the Province that recipients will manage their 
operations with due regard for economy, efficiency and effectiveness. The 


report noted that in some cases, while the purpose for which funds are | 
intended to be used may be specified, the expected results are not stated and — 


therefore auditing can be of only limited assistance. 


Of special interest is the task force’s assumption that the Provincial | 


taxpayer expects ministries to account for funds which they provide to . 


transfer payment recipients, even though the responsibility for program 


delivery and related spending decisions generally rests with the recipient - 


organizations. 


COMMENTS AND CONCLUSIONS 


As stated at the outset, we believe it is the responsibility of the | 


government to assure that the funds provided in the form of transfer | 


payments are well managed, that is, spent with due regard for economy, 


efficiency and effectiveness. We are pleased to see that the Task Force on the. 
Auditing of Ontario Government Transfer Payment Recipients supports | 
this position. We are also pleased to see that the government generally has | 


accepted, and is seeking ways to better fulfill, this responsibility. 


While much needs to be done to improve the accountability 


processes between the government and the recipients of transfer payments, | 


we are encouraged by what we have seen to date. The emphasis which has 


been placed on performance measurement in municipalities by the Ministry 
of Municipal Affairs and Housing is particularly noteworthy. We would 


expect that these initiatives will lead to the development of measures against 
which the municipalities will be able to compare their performance and | 
report key results to the Ministry. Also, while it may be some time before. 
methodology is developed to provide assurances as to the economical, 
efficient and effective operation of hospitals, the pilot studies being. 


undertaken should provide beneficial information. | 


We recognize that administrative action alone will not be sufficient 
to achieve desired improvements in accountability. Some important 
underlying policy issues must also be addressed. A case in point is the. 
autonomy of universities in Ontario. The Ministry of Colleges and 
Universities feels that university governing bodies are accountable only to, 
the Legislature. We believe, however, that universities should provide | 
verifiable assurances to the Ministry with regard to the economy, efficiency 
and effectiveness of their operations regardless of autonomy considerations. | 


| 


! 
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3.3. Survey of EDP Utilization in Ministries 


During the past year this Office conducted a Survey of all ministries 
to determine the extent of EDP usage and the specific equipment, systems, 
personnel and communications that were being employed. The primary 
reason for conducting this survey was to gather information that would 
assist us in determining the EDP audit universe as an aid to planning our 
future EDP audits. 


RESULTS OF THE SURVEY 


In the course of conducting this Survey we talked with personnel 
‘rom the Management Technology Branch (MTB) of the Management 
3oard Secretariat who advised us that they were not completely aware of 
vhat EDP resources were in use in the ministries. It also became evident as 
he survey progressed that the ‘‘EDP Investment”? figures prepared by the 
/arious ministries and published annually by MTB could be misleading since 
ll EDP resources usage was not accounted for. 


We encountered great difficulty in determining who to contact at the 
‘arious ministries in order to obtain complete information about ministry wide data 
rocessing activities. Even in those ministries that had designated Systems Branches 
{was only in isolated cases that they were able to provide us with a complete picture 
f EDP usage within their ministry. 


In most ministries the Systems Branch personnel were able to 
rovide information for those branches of their ministry that used the 
ervices of the Systems Branch. If there were other branches that used 
xternal service bureaus, or were operating and/or maintaining their own 
‘DP systems and installations, then the Systems Branch may or may not 
ave been aware of them. 


This situation was more prevalent in ministries that used data processing in 
pecialized activities such as research, scientific applications, specialized accounting 
unctions, etc. In the majority of these instances personnel either programmed their 
wn applications or purchased equipment, packages and assistance from outside 
durees. Since the cost of providing most of these services on an individual 
asis was below the dollar value set under the Management Board approval 
riteria and assistance was not required from the System Branch personnel, 
1€ cost figures were probably not included in those submitted to 
fanagement Board for compilation of the ‘‘EDP Investment’”’ statistics. 


This mode of operation raises significant concerns regarding internal 
ontrols over the security of equipment and data, costs, standards, duplication of 
rograms, back-up and other matters concerned with the use of EDP. 
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REPORTING OF RESULTS 


On February 25, 1983 we wrote to the Secretary, Management Boal 
of Cabinet outlining the problems we encountered with the survey. In 
addition, we noted that the current policies concerning data processing set forth i in 
the Ontario Manual of Administration needed to be updated and expanded. These. 
policies were issued during the period from 1976 to 1978, and rapid 
advances have been made in the EDP area since that period. We felt that, 
guidance should be provided in a wide variety of areas including data, 
administration, data base administration, distributed data processing, 
communications networking, control over EDP expenditure and maintenance of. 
system software catalogues. | 


ACTIONS TO ADDRESS CONCERNS 


On May 31, 1983 the Secretary, Management Board of Cabinet 
advised us that ‘‘during the last four months I have been addressing many of, 
the ideas in your letter through the Technology Directions Committee, who. 
have now agreed to develop a ‘Strategy For the Use of Information 
Technology in the Ontario Government’. This strategy will be the 
framework for future policy developments. . .”’ 


On June 1, 1983, the Director of this Office’s Specialized Audits BA 
Resources Rpaneh met with the Director of the Management Technology, 
Branch, Management Board Secretariat, and was advised of the follows 
developments: | 


¢The Secretary, Management Board of Cabinet and the Director, 

Management Technology Branch had met with each Deputy 
Minister personally over the past three months to discuss data 
processing concerns generally and how the government shoule 
proceed. | 
eThese meetings resulted in the formation of an Informatior 
Management Sub-Committee. This group was to meet once pel 
week for six weeks commencing in late June in order to design ar 
approach to dealing with, and a process for resolving, the variou* 
concerns raised. Hence, the Sub-Committee would assist in the 
development of the overall Strategy For the Use of Informatior 
Technology in the Ontario Government. 


¢Certain of the data processing policies contained in the Ontari 
Manual of Administration were in the process of revision, other: 
were expected to be revised later in the year, and others (includiny 
new sections) are dependent on the outcome of the Strategy. 


¢The Management Technology Branch was currently reviewin, 


issues such as office automation, EDP-oriented senior executly, 
education, and systems staffing. 


| 
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«The data used to compile the ““EDP Investment’? 


information on 
an annual basis was being re-examined. 


4 Inadequate Planning re Ontario Farmstead Improvement 
Program, Ministry of Agriculture and Food 
| 


One segment of an audit of the Ministry dealt with the Ontario 


‘armstead Improvement Program and included assessments of: 


| (a) whether the Program, which ultimately cost $13.3 million, was 
planned and managed with the intent of restricting expenditures 
| to the $5 million originally allocated, and 


(b) whether adequate procedures were in place to measure and 


report on the effectiveness of this Program in creating short term 
jobs. 


| The conclusions and major findings resulting from this audit were as 
slows: 


(a) The Ministry did not plan and manage the Program with the 
intent of limiting expenditures to the $5 million initially 
| allocated. 


*Confusion resulted when the $5 million allocation was 
reached within a few weeks of the Program being announced, 
whereas the Program advertising clearly indicated a 
December 31, 1982 deadline for the receipt of grant 
applications. 


— 


(b) There were well-designed procedures in place to measure and 
report the effectiveness of the Program to Management Board 
| of Cabinet. However, results as reported in a Ministry 

publication were misleading. 


ISTAILED FINDINGS AND RECOMMENDATIONS 


(verview 
| In the May 13, 1982 Ontario Budget the Treasurer announced a $5 
rillion Farmstead Improvement Program to create jobs in farming 
‘mmunities by providing grants to farmers to improve their farms. The 
Fogram was to be funded by the Board of Industrial Leadership and 
[>velopment (BILD) and was to be administered by the Ministry of 
/riculture and Food. Grants were provided to farmers for fifty per cent of 
“gible farm improvement expenditures to a maximum of $2,000 per farm 
‘eration. The Program was officially terminated on July 30, 1982 and 


ants of approximately $13.3 million had been disbursed to March 31, 
183. 
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Program Planning and Management 


a) Program Design 


In April 1982 the Ministry developed the Ontario Farmstead 
Improvement Program in response to a request from the Ministry of 
Treasury and Economics for a job creation proposal with an expected: 
funding cost of $5 million. While we acknowledge that the Ministry was under 
certain time constraints, we felt that it should have been evident to the Ministry that 


the required funding for this Program would be well in excess of $5 million. For 
instance: 


—the Ministry’s publication ‘‘Agricultural Statistics for Ontario. 
1981” stated that there were approximately 50,000 farms where 
value of production exceeded $10,000 or close to the $12,000. 
eligibility criteria for grants. Also, there were another 32,000 
farms whose production was less than $10,000 yet some of these 
farms could still qualify for the grant if the size of the farm 
exceeded 100 acres. | 


Accordingly, assuming that, say, 50,000 farms were eligible, < 
grant acceptance ratio of only 5% (2,500 farms) would have 
depleted the budgeted funds if all applicants claimed the 
maximum grant. | 


—statistics were available which indicated farmer acceptance or 
other cost sharing grant programs such as Tile Drainage welt 
significantly higher than 5%. | 


—we understood that selected local Ministry agricultura 
representatives were not contacted to get an indication oO. 
anticipated acceptance within the farming community of such i 
program. We felt that given the broad project eligibility criteria | 
new and replacement fencing, painting and restoring barns, etc 
and the generous cost rebate — 50%, that an informed estimate oO 
the acceptance ratio was critical to ensure program expenditure 
were within the $5 million range. | 


While we agreed care would have had to be taken as the Budget hai. 
not been announced, we felt the consequence of materially underestimatin: 
the acceptance rate and hence, total program expenditures, warrante 
obtaining further information. 
b) Program Advertising | 

When initially announced in the Budget, the Program had a total budget C 
$5,000,000 with the intent that once these funds ran out, the Ministry would sto. 
accepting applications from farmers. In reviewing newspaper advertisements W 
noted that the text stated that the ‘‘deadline for applications must be date-stampe 


| 
| 
| 
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no later than December 31, 1982’’. Also, the advertising posters stated the grant 
would apply to “‘the cost of work done in 1982’’. There was no mention of a 
maximum budget available, giving the impression that there was no rush to apply. 


| Also, on June 2, 1982, the local agricultural representatives were 
advised by the Ministry to ‘‘continue to promote the program and solicit 
involvement regardless of the budgetary position . . ., 1t would be preferable 
at this stage that applicants not be discouraged because of budget 
limitations. 


On July 23, 1982, local agricultural representatives were informed 
that applications would not be accepted after July 30, 1982. This 
information was released to the press on July 26, 1982. 


We believe that the advertising and the Ministry’s position clearly 
gave the farming community the impression that there was no limit to the 
amount of program funds available. For instance: 


— Approximately $11 million of applications had been filed by July 


21, 1982. When the farming community learned there was a July 
30th deadline a further $10.7 million of applications were filed by 
the July 30th deadline. 


—The Ministry received numerous complaints from farmers who 
thought they had until December 31, 1982 to apply for the grant. 


In future, where programs are established with a clearly defined 
‘unding limit, we recommended that the Ministry ensure the program 
idvertising clearly communicates this to the farming community. 


Veasurement of Program Effectiveness 
\) Measuring and Reporting Program Effects 


In our opinion, the procedures used to measure the Program’s effectiveness 
n creating short term jobs were well-designed. The Ministry maintained a 
letailed record of the labour portion of grants paid and reported the number 
of short term jobs created to the Management Board of Cabinet. 


») Reporting to the Public 


| 


The August 1982 issue of the Ministry’s Agri-Notes publication 
10ted that the Program had been an overwhelming success. Specifically, it 
tated that ‘Farmstead Improvement resulted in more than 217,000 days of 
vork. . . . and created $54 million worth of farm improvement projects.’’ 


These figures were based on the applications filed by the farmers as of July 
0, 1982 and most of the projected expenditures had not even been spent at that 
ime. In actual fact, only $34.2 million of farm improvements and approximately 
89,000 days of work were created by the Program by March 10, 1983. 


| 
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We were of the opinion that the Ministry should have made it clear, 

that the reported figures were based on the filed applications and 
represented the maximum potential program results. : 


On July 5, 1983 the Deputy Minister wrote to us as follows: 


Program Advertising 


“We agree that the funding allocated to assistance programs 
should be included in the program announcements. In fact, 
this procedure was followed when the latest Ministry 
program was announced. ”’ 


Reporting to the Public 


“We agree that the August 1982 ‘Agri-Notes’ should have 
explained that the figures quoted were based on the Notices 
of Intent and therefore represented the maximum impact 
possible. ’’ 


3.5 Inadequate Monitoring and Reporting Procedures re 
Provincial Allowances and Benefits, Ministry of Community _ 
and Social Services | 


We assessed the appropriateness of Ministry procedures for 
monitoring and reporting on the completeness and accuracy of case file 
documentation to ensure adequate support for payments of Provincial 
allowances and benefits. : 


Based on our audit, we concluded that established policies and procedures 
on case documentation were appropriate, but were not being fully complied with. 


e Monitoring and reporting procedures by regional and area offices 
were weak. 


{ 
| 
\ 
i 


e Documentation was incomplete in 25 per cent of the case files 
examined at two local offices, resulting in a lack of control over 
recipients’ entitlement to benefits. 


¢ Statistical information of the Ministry indicated that over 10 per 
cent of the 130,000 active cases did not have current 
documentation on file. 


¢During years 1981 through 1983, overpayments recorded on 
active cases were $8.6, $9.9 and $11 million which averaged 
approximately 2 per cent of the allowances and benefits paid 
during each of these years. While this was a small percentage in 
relation to the total payments, the dollar amount of such 
overpayments was substantial. 
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We were not aware of whether the Ministry had determined, on 

the basis of an analysis of costs and benefits, a level of 
overpayment which was acceptable. 





¢ Overpayments outstanding on active and inactive cases at March 
31, 1983 were $19 and $37 million respectively. Recoveries made 
in the 1983 fiscal year on these cases were $84,000 and $210,000 
respectively. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The goal of the Provincial Allowances and Benefits Program is to 
assist the long-term economically disadvantaged in the maintenance of a 
reasonable level of income relative to economic trends. At the same time 
efforts are made to minimize the number of persons requiring this assistance 
by the introduction of programs that help people become gainfully 
employed. Provincial Allowances and Benefits payments are made under 
the authority of the Family Benefits Act and related regulations. For the 
1983 fiscal year, such payments were $614 million. These costs are shared 
50:50 with the Federal Government under the Canada Assistance Plan. 


The Ministry delivers the program through an organizational 
ietwork composed of the head office, 4 regional offices, 13 adult area 
offices and approximately 70 local offices. Resources for staffing local 
offices are allocated on the basis of 250 cases per case worker and a staffing 
atio of one supervisor to six case workers with the support of two clerical 
taff. In addition there are Eligibility Review Officers and Retroactive 
3udget Clerks at the local offices. As at June 30, 1983 there were 
ipproximately 520 case workers and 130,000 active cases. 


-ase Monitoring 


Case workers are the primary representatives of the Ministry in its 
lealings with clients and a consistent and fair application of the eligibility 
ules of entitlement is essential by all case workers. To achieve this 
Ibjective, case worker files and decisions should be monitored. 


Under the Toronto area office are 4 local offices, each handling 
Pproximately 8,000 cases. We reviewed the North West Toronto local 
ffice. 


Supervisory staff at the North West Toronto office approve all input 
0 the computer which involves a change in the amount of benefits. However, 
here was no independent review of case files by the area, regional and head office to 
nsure that case file documentation was current and fully supported benefits being 
aid. The decentralization of the program resulted in much of the decision 
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making process being delegated to the case worker. As previously noted, 
there were 520 case workers; therefore, an effective monitoring practice is 


essential. 


Our discussions with senior management of the Ministry on this — 
subject indicated that the Ministry was aware of the situation and was in the | 


course of taking remedial action. 


Benefit File Maintenance 


Procedures of the Ministry require that an applicant’s circumstances 
be confirmed by case workers to ensure the eligibility of the applicant to 
receive benefits. In addition the status of continuing clients is maintained by 
the requirement that Present Condition Reports be filed at least on an 
annual basis. Statistics produced as at May 18, 1983 indicated that over 10 per cent 
of the files did not have current documentation to support benefit payments. 


We selected a sample of 32 payments made between September 1982 | 
and May 1983 and reviewed the applicable files in the North West Toronto | 


and Burlington Offices. Evidence that confirmation of applicants’ circumstances ~ 


had been carried out was not apparent on 8 (25 per cent) of the files. Since the 
amount of benefit entitlement depends upon the applicant’s situation, such | 
documentation is essential to support the amount paid. Although our review | 


of files was small and restricted to two offices, it did indicate a significant 
occurrence of potential overpayments and underpayments. 


In addition, changes to recipients’ circumstances require a file 
review by the case worker. Retroactive adjustments are calculated as 


necessary. When fraud is suspected, files are subject to further 


investigation. We examined the two types of reviews at the North West | 
Toronto local office and found a backlog of 39 files for fraud review and | 


319 files for retroactive adjustments. 


We were advised that an Income Maintenance Workload Study. 
Committee had been established to study and make recommendations | 
regarding the optimal management of work load within the available 


resources. 


Overpayments 


As at March 31, 1983 recorded overpayments to recipients totalled $57. 
million. This amount was divided between active and inactive cases of $19 and $37 


million respectively. A further $1 million represented overpayments on active cases | 
due to administrative errors. The policy of the Ministry is not to recover 
Overpayments caused by administrative errors. | 


, | 
| During the years 1980 through 1983 a total of $3.8 million was 
written off as uncollectible. The portion of this amount which related to’ 


| 


| 
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| administrative errors was not readily available from the Ministry. However, 
| we understood that this was about 25 per cent ($.95 million). 


Active cases are those cases which are currently receiving benefits. 
‘Inactive cases are those cases which have had benefits terminated due to a 
‘change in the recipient’s circumstances. 


During the years 1981 through 1983 overpayments recorded on active cases 
were $8.6, $9.9 and $11 million which averaged approximately 2 per cent of the 
allowances and benefits paid during each of these years. Based upon this trend, 
the projected recorded overpayments for the next year is approximately $13 
‘million. 


While 2 per cent is a small percentage in relation to the total payments, the 
dollar amount of such overpayments is substantial. Further, we were not aware of 
whether the Ministry had determined, on the basis of an analysis of costs and 
benefits, a level of overpayment which was acceptable. 


| Overpayments on active files are recovered by deducting up to 5 per 
cent of the current entitlement dependent upon the effect such deductions 
would have on the recipient. Recoveries made in the 1983 fiscal year were 
approximately $84,000 according to records made available to us. 


During the years 1981 through 1983 active cases involving 
Overpayments of $7.2, $8.4 and $7.5 million respectively became inactive as 
recipients were no longer in receipt of benefits. Collection procedures on 
these overpayments consist of two letters issued approximately 2 months 
apart to the debtor requesting payment. We were advised that additional 
staff had been assigned to initiate more thorough follow-up action of 
Overpayments on inactive cases. Recoveries made in the 1983 fiscal year 
were approximately $210,000 according to available records. 


In the light of the preceding comments on Case Monitoring, Benefit 
File Maintenance and Overpayments, we recommended that: 


1. Effective monitoring and reporting procedures be developed to 
ensure an appropriate level of management control over 
Provincial Allowances and Benefits payments. 


2. File maintenance at local offices be improved to ensure 
documentation is current and supports payments made under this 
program. 


3. Information/Statistics be collected on causes of payment errors 
which can be used to take preventative action to minimize the 
occurrence of overpayments. 


4.In view of the rate of collection, the Ministry reevaluate the 
collectibility of these receivables. 
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Internal Audit Coverage 


Before commencing our field work, we reviewed the activities of the 
Ministry’s Operational Evaluation and Audit Branch in this area. The 
Branch had completed an audit of financial and administrative controls 1 in 
connection with General Welfare Assistance, which amounted to $357 
million for the 1983 fiscal year. 


Findings which we considered significant were: 


—Client case files revealed that the periodic reviews to determine 
continued eligibility and entitlement of General Welfare, 
Assistance were not done consistently. | 


—-There was inadequate monitoring of case files by examiners. 


—Input data submitted to the computer terminal operator for 
processing were not independently checked against output. | 


—Recipients’ files at a sub office were easily accessible to non 
authorized personnel during or after office hours. | 


The following reply was received from the Deputy Minister on 
September 30, 1983: | 


Case Monitoring 


“The Provincial Allowances and _ Benefits program, 
administered directly by the Ministry, is major both dollar- | 
wise and quantitatively (number of transactions processed 
annually). The legislation is complex to interpret and 
administer, the program is very sensitive to public opinion 
and the clientele supervised is diverse and scattered across the 
Province in both urban and rural areas. Due to the 
complexity of the program the decentralization of the 
administration of FBA has of necessity been undertaken in a 
phased approach with the final transfer of files and 
responsibility for processing of applications only completed 
at the end of 1982/83. As noted in the audit report, the 
Ministry is aware that certain central monitoring functions 
are not yet in place and we are in the process of taking action 
as part of the completion of the decentralization. ’”’ 


Benefit File Maintenance 


“The audit report notes findings in two areas: | 


—Lack of confirmation of change in applicant’s 
circumstances in 8 of 32 files sampled. 


— Overdue Present Condition Reports and follow-up action 
on cases. 
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“In addition to the workload pressures created by the 
transition to a decentralized delivery system, the Ministry 
has also experienced a significant increase in the FBA 
caseload particularly in the period December 1982 to July 
1983. The processing of new applications has a priority with 
the case workers and thus the present backlog has resulted. 
The Ministry expects that this situation will improve as the 
increased workload pressures ease and in addition has 
undertaken a formal Workload Study to determine how the 
workload can be most effectively handled within the 
available resources. 


“In addition, as a clarification of the outstanding cases for 
follow-up, it should be noted in many cases the action 
required by the case worker is to be followed by action by an 
external party. The case workers in practice having taken the 
necessary action leave the item on the system as a reminder 
rather than establishing a new follow-up date for the 
response. This practice results in the reporting of follow-up 
overdue when in fact the case workers have undertaken the 
action required on their part.’’ 


Overpayments 


“The report notes that the Ministry has experienced 
overpayments equal to approximately 2% of total annual 
payments under the program. It is mandatory that recipients 
report any change in circumstance immediately as 
adjustments either positive or negative are effective the 
month in which the change occurs. Thus overpayments arise 
if there is any delay in the reporting of a change in 
circumstance including situations where the report does not 
reach the Ministry before the cut-off date in the current 
month for the processing of the cheques. 


“Under these circumstances it is recognized that some 
overpayments are inevitable. In fact this was recognized by 
Canada in 1972 when overpayments were accepted as 
shareable under the Canada Assistance Plan. Reviews by 
Sederal officials of the Ministry’s process have not identified 
any concerns with the Ministry’s approach to minimizing 
Overpayments or to the recovery of overpayments. At 
present we understand that Ontario’s experience is not out of 
line with the experience of other Provinces. 


“With respect to the overpayment and recoveries the 
following should be noted: 


27 
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—_With the introduction of the new computer system to 
support FBA and GWA in 1984/85, recipients will receive 

with each cheque a reminder of their obligation to report | 

any change in circumstance. | 


In addition, the new system will allow for an extension of | 
the cut-off-date each month by an extra two days. ! 


— The levels of recoveries from active cases reflects policy of | 
the Ministry to recover overpayments at a maximum of | 
5% of each monthly cheque recognizing the limited 
financial circumstances of recipients. 


— With respect to inactive cases, the Ministry earlier this 
year assigned additional staff to take further follow-up 
action with those cases which did not respond to the | 
Ministry’s correspondence. : 


“The above reflects the Ministry’s interest in ensuring that 
this program be managed as effectively as possible and in | 
keeping with that interest we will continue to review our | 
process and procedures to see if further actions can be taken 
to minimize the overpayments incurred. ”’ | 


3.6 Investigation and Takeover of Trust Companies, Ministry of 
Consumer and Commercial Relations 


The Loan and Trust Section of the Financial Institutions Division of | 
the Ministry is basically responsible for regulating and monitoring loan and | 
trust companies incorporated in Ontario. | 


On January 7, 1983 the Ministry, through this Section, took contin 
of three trust companies in the belief that, among other things, there existed 
a practice or state of affairs within these companies that was or would have 
been prejudicial to the public interest or to the interests of the companies 
depositors, creditors or shareholders. 


The Ministry purchased the services of consultants and legal firms. 
for the purposes of: 


—performing a special inquiry with respect to the provision of 
mortgages for apartments by the three trust companies; 


—operating and managing the businesses of the three trust. 
companies and preparing reports on their findings. 
In addition, the Minister established a Steering Committee 10, 
oversee all matters pertaining to the takeovers and had the Director of the 


Policy and Planning Branch, assisted by the Ministry’s Audit Services 









, 
, 
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Branch, perform an administrative procedures review of activities in the 
Financial Institutions Division related to the adminstration of the Loan and 
Trust Corporations Act. 


During the period under review, two Management Board Orders 
authorized amounts totalling in excess of $7.5 million to pay for the various 
services as required. As at March 31, 1983 approximately $6.5 million was 
daid to twelve private sector consultants and consulting and legal firms. 


In June 1983 a draft report on the review of the Loan and Trust 
section by the Director of the Policy and Planning Branch, assisted by the 


‘Ministry’s Audit Services Branch, was in the process of being submitted for 
eview by the Minister. In addition, investigations conducted by private 
ector consulting and legal firms were continuing. 


We understood that the Steering Committee would be summarizing 
ull recommendations in a ‘‘white paper’’ for the Minister. 


.7 Deficiencies in Accountabilty Process re General Legislative 
| Grants, Ministry of Education 


We reviewed General Legislative Grants, which totalled $2.66 billion 
or the 1983 fiscal year. Our objectives were: 


(a) To assess whether: 


(1) satisfactory procedures were in place to measure and report 
on program effectiveness, and 


(ii) grants were administered by the Ministry with due regard 
for economy and efficiency. 


(b) To assess whether the Ministry had satisfactory procedures in 
place to ensure that grants are spent by the school boards: 


(i) to further educational objectives, and 
(ii) with due regard for economy and efficiency. 
| Our conclusions were as follows: 


(a) (i) Since program objectives of the General Legislative 
Grants were not established in writing, we were unable to 
determine whether satisfactory procedures were in place 
to measure and report on program effectiveness. 


¢ The ability of some school boards to spend more per 
pupil than other school boards was incompatible with an 
implied grant program objective, namely, equality of 
educational opportunity. 
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(ii) Generally, grants were administered by the Ministry with 
due regard for economy and efficiency. However, the 
ceiling of ordinary expenditures per pupil was determined 

as an increment of prior year expenditures. 


(b) (i) The audited financial statements received from school 
boards provided reasonable assurance that grants were 
spent to further educational objectives. 


(ii) The Ministry did not have any procedures in place to 
assess whether the school boards were operating with due 
regard for economy and efficiency. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


Types of Grants 


General Legislative Grants are made under Regulation 197/82 of the 
Education Act. Two types of grants are received by the school boards from 
the Ministry: | 


(i) ‘‘Ordinary expenditures’’ are the contribution of the Ministry 
towards a portion of the total operating costs of educating the 
students, such as teachers’ salaries and maintenance costs. The 
Ministry designates the maximum amount it will contribute per. 
pupil. | 

(ii) ‘‘Extraordinary expenditures”’ are costs which are not common 
to all school boards and must be approved by the Ministry on 
either a project or formula basis. For example, capital 
expenditures and debt charges are authorized when a project is 
accepted while pupil transportation costs are approved 
according to a formula. 


Grant Sharing Calculation 


Costs of education are shared by the Ministry and the municipalities : 

On the average, the Ministry shares approximately 50 per cent of the tota 
costs. | 
Parties Involved in the Grants Process | 
} 

In Ontario there are approximately 200 school boards and they cal, 

be categorized into Boards of Education, Combined Roman Catholi 
Separate School Boards and Other School Boards. Each school board 1 
administered by its publicly elected trustees and communicates with th, 
Ministry via the Ministry’s six Regional Offices. | 


| 








| 
i 
‘ 

| 
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Grants Process 


\ 


Basically, the grants process entails the following: 


(i) Estimates 


(ii) 


Before the estimates for the year (January to December) are 
received, the Ministry pays the school boards a monthly grant 
payment based on their previous year’s grant estimates. 
Usually, in March or April, the school boards submit to the 
Ministry their estimates of enrollments, revenues and 
expenditures for the current year. After the estimated data are 
reviewed, the estimated figures are used to produce the grant 
amounts due to the individual school boards. The Ministry then 
revises its monthly payment schedules to conform to the 
amounts calculated for the individual school boards. In 
October, based on the details of enrollment and staffing for the 
new school year, the original estimates may be revised. 
Subsequent grant payments are made based on the revised 
estimates. 


If actual expenditures per pupil are less than the designated 
maximum amount established by the Ministry, the lesser 
amount is paid. Accordingly, overpayments could arise so a 7 
per cent holdback is made. 


Financial Statements 


In March or April of the following year, the school boards 
submit to the Ministry their audited financial statements for the 
previous year together with a final grant calculation based upon 
the data. 


Based on this information the Ministry pays any grant balances 
due. A final adjustment will be made after the audited financial 
statements are reviewed extensively by the Regional Offices and 
by Grant Services of the Financial Services Branch. 


rant Program Objectives 


Our review indicated that although objectives of the Grant Policy Branch 


ad been stated in writing, no program objectives for the General Legislative Grants 
ad been so established. An implied program objective of the General 
egislative Grants according to Ministry staff is to provide equal 





lucational opportunity for all pupils with an equitable tax burden on the 
\tepayers in the Province. In this regard, the Ministry has recognized that school 
dards in municipalities capable of raising more property taxes than other school 
dards would be able to spend more on their pupils. This is so because more 
inds would be available to these school boards to offset any pupil costs not 
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funded by grants provided by the Ministry. We understood that the Ministry 


was reviewing the matter. 


We recommended that: 


! 


(i) the program objectives of the General Legislative Grants be 


established in writing, 


(ii) satisfactory procedures be put in place to measure and report 


on program effectiveness. 


Grant Administration 


Generally, we concluded that grants were administered by the Ministry with 


due regard for economy and efficiency. However, we noted that the maximum 


ceiling of ordinary expenditures per pupil designated by the Ministry is determined 


as an increment of prior year expenditures. 


We recommended that the General Legislative Grants ceiling per 
pupil be determined as an evaluation of needs and not as an increment of 


prior year expenditures. 


Accountability for Grants 


In our opinion, it is the responsibility of the Ministry to ensure that 
grants provided by the Ministry are spent by the school boards to further 
educational objectives and with due regard for economy, efficiency anc 
effectiveness. This responsibility can be fulfilled by the reporting of result: 
information and an expanded audit role. 


Reports received by the Ministry from school boards include auditec 
financial statements and other statistical information such as number oO. 
enrollment, number of full time teachers and per pupil cost by school board. 


The audited financial statements received provide reasonable assurance tha: 
grants were spent to further educational objectives. However, we noted that th 
external auditors do not have the mandate to review whether funds wer 
spent with due regard for economy, efficiency and effectiveness. | 


We understood that the statistical information received, though containin 
some basic data for assessing whether funds were spent with due regard for econom 
and efficiency, was not used for these purposes by the Ministry. | 


With respect to information on the effectiveness of the school system, ¥ 
noted that the Ministry carries out detailed reviews at school boards and scho¢ 
levels, the results of which are used to: 


— review and assess program policy and development; 


— establish standards and norms of different phases of schor 
operations for comparison with other school boards; and | 
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— highlight areas for improvement by school boards. 


Additionally, the Ministry has provided an option available to 
chool boards for evaluation of their schoo] Systems with the assistance of 
Ainistry and outside expertise. 


We recommended that the Ministry: 


1) Use information presently received from the school boards to 
develop performance measurement indicators. 


li) Request school boards to provide additional information to 
improve on performance indicators. 


iii) Examine the role that audit can play in providing assurance as 
to the accuracy and fairness of the information reported and 
that resources are managed with due regard to economy, 
efficiency and effectiveness. 


The following response was received from the Deputy Minister on 
eptember 23, 1983: 


rant Program Objectives 


“The GLG is a funding mechanism used to Sinance 
educational programs. At the present time, program 
objectives are established in writing by the branches that 
administer the educational programs. 


“Educational program objectives are regularly reviewed and 
updated. 


“Provincial reviews and cooperative reviews are used 
annually to measure program effectiveness of schools and 
school systems. As is the case... above, these provincial 
evaluation programs are also reviewed and_ revised 
regularly. ’’ 


Cant Administration 


“Ceilings are determined as an increment oO yf the prior year’s 
ceiling, not expenditure. The ceiling reflects increases due to 
inflation. It is believed that the system currently used is a 
form of constraint with due regard to economy and more 
appropriate than using actual school board expenditures or 
proposed needs as a benchmark. The latter method would 
place the Government in the position of following the lead of 
school boards. ”’ 


“countability for Grants 


“It should be noted that a school board is an elected bod ly 
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3.8 


were $183.4 million and $62.2 million respectively, representing 71.9 pera 


representing ratepayers. This elected body has the 
responsibility to provide an educational program to meet the 
needs of children resident in a board’s jurisdiction. 


“In general, it is felt that . . . consideration should be given 
to the fact that dacneral programs are delivered through 
third parties (school boards). It appears that your (second) 
audit objective is more applicable to school boards who are 
responsible for the delivery of programs. Steps have been 
taken in recent years by the Ministry of Education to ensure 
that school boards report publicly. It may be possible to 
provide an increased emphasis in these already established 
reporting mechanisms on economy, efficiency and 
effectiveness. ”’ 


Operating and Other Deficiencies, Environmental Control 


Program, Ministry of the Environment 


During the year, we completed an audit of the Plant Developmen 
and Construction and Plant Operations Activities of the Ministry’ 
Environmental Control Program. Expenditures of the Plant Developmen 
and Construction and Plant Operations Activities for the 1983 fiscal yea, 


of the Ministry’s total expenditure. 


The major findings resulting from this audit were as follows: 


¢ Deficits under many service agreements were much higher than 
forecast and may prove uncollectible. 


° The accounts receivable system for utility service rate charges was 
time consuming and inaccurate. 


¢ There were delays in the reimbursement of significant costs to two 
regional municipalities for operating water and sewage treatment 
facilities. 


DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


serviced lots. The investment in such facilities constructed by Ontario Wi’ 


The major portion of Ministry expenditures relates to th 
construction and expansion of sewage and water treatment plants, thv 
assisting municipalities in solving public health and environmental pollutic 
problems, resolving water supply problems, and increasing the supply © 


$1.1 billion as at March 31, 1983. 


i 
| 
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| The financing of plant construction and distribution systems has 
orogressed through three main phases: 


| 1) Ministry/Municipal Joint Projects — The provincial investment 

| in these projects is repaid by municipalities via annual 
contributions to a sinking fund or by blended amortization 
payments of principal and interest. In some cases these plants are 
operated by the Ministry with such costs being recovered 
quarterly. On repayment of the capital debt, the Ownership of 
the plant is transferred to the municipality. 


2) Provincial Projects — These projects, which were initiated in the 
late 1960’s, are financed and owned by Ontario in perpetuity. 
The capital and operating costs are recovered by charging water 

Or sewage rates to the municipalities. 


3) Direct Grants — Effective April 1, 1978 the Ministry undertook 
to convert its existing methods of financing capital construction 
to a direct grant program. Under this program any municipality 
may apply to construct or expand a facility or distribution 

system. Dependent upon the eligibility and priority of the works, 

grants of up to 75% of project cost net of other subsidies may be 

| made to a municipality whose population does not exceed 7,500, 

while grants of 15% of net project costs may be made to 

municipalities whose population exceeds 7,500. 


Plant operations are administered through six regional offices, each 
f which reports directly to the Assistant Deputy Minister, Regional 
Yperations Division. Expenditures of this Activity comprise primarily 
ilaries and wages of plant Operating staff, chemicals, power and plant 
laintenance. In addition, the operating expenditures of certain provincial 
lants which are operated by municipal staff under agreement with Ontario 
te charged to this Activity. 


‘tility Service Rates 


Ontario has entered into agreements with municipalities to provide 
‘em with water and sewage service. The agreements allow the Ministry to 
‘trates and conduct rate reviews at specified periods in order to recover the 
Ost Of providing these services. 


| The service rates are calculated using the computerized Utility Rate 
formation System which stores historic and forecast data on population, 
Ows, Operating costs, debt service costs and the surplus or deficit position 
a project. The service rate is calculated such that over a moving twenty 
var break even period, forecast revenues match forecast costs. After the 
ciginal rate has been set it is generally reviewed after two years, again at the 
ad of a further three year period and every five years thereafter. 
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The deficits in many projects were increasing at a fast rate because forecasts 
of revenue based upon population growth and flows had been overly optimistic, and 
inflation had not been allowed for in the forecast of operation costs. In addition, 
when actual deficits are in excess of forecast, interest charges on 
accumulated deficits are correspondingly higher than forecast. 


We selected 28 provincial projects operating under service rate’ 
agreements and for the years 1976-77 to 1980-81 compared actual 
surplus/deficit amounts with those forecast. Of the 28 projects, we found 13) 
had significantly large adverse variances from the forecast surplus or deficit. In 
addition we reviewed a further 19 projects to assess how quickly these 
variances accrued. We noted that where the rate review was only one yeal 
old the variance was within reasonable limits but where the rate review was 
in force for more than one year the variance on a number of projects wat 
50% or more from actual. High adverse variances result in excessive rate 


increases when the cyclical revision of rates occurs. 


Using data from the Utility Rate Information System we comparec 
the overall financial position of the 191 provincially operated projects a 
March 31, 1976 and at March 31, 1981 and found that the total net deficit fo. 
these projects had increased by 400 per cent from $10 million to $50 million. | 
We were concerned that if deficits continue to accumulate at this rate, the: 
may become an excessive burden to many municipalities and eventually becom: 


uncollectible. 
| 


bY 
) 


The Ministry was considering some of the options available fo: 
controlling deficits, including: 


—using an inflation factor when forecasting operating costs over thi 
20 year break even period to ensure a closer matching to actua, 
operating costs; 


—annual rate revisions on all projects; 


—using a fixed 20 year break even period for rate calculation. 


The Deputy Minister replied on March 23, 1983 as follows: 


“This problem has been under review for some time and the 
options available for controlling deficits were developed as 
listed in the auditor’s report. An amendment to the Ontario 
Water Resources Act which will authorize annual rate | 
reviews and revision of service rates on an annual basis has | 
been prepared. This legislation will be introduced in the | 
Legislature shortly. ’’ 
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A ccounts Receivable 


The Capital Financing and Revenue Branch maintains accounts 
‘eceivable due from municipalities for water and sewage services. As at 
March 31, 1982 accounts receivable for provincial sewage and water service 
-otalled $16.05 million, of which $5.5 million was over 90 days old. The 
yperating agreements state that the service charges shall be paid by the 
nunicipality i in accordance with the Ministry’s monthly Statement, and the 
nvoice of the Ministry indicates that payment is due upon receipt of invoice. 





| The delay in payment of accounts by municipalities restricts the use of these 
‘unds by Ontario, and involves the loss of a considerable amount of interest which 
P ‘ould be earned if accounts were settled promptly. 


The accounts receivable have been maintained on a magnetic 
iccounting machine and relevant transactions are recorded on ledger cards 
0 which are affixed magnetic strips. The aged trial balance produced by this 
nachine was totally inaccurate with the result that an accurate aged trial balance has 
only been produced manually at each fiscal year end. 


| Our examination of some of the older outstanding balances in the 
accounts receivable as at March 31, 1982 indicated that a number of 
dalances were incorrect and should be adjusted. However, no review had 
been made of these accounts to establish a reason for these incorrect 
dalances. 


We were informed that statements of account balances have not been 
‘orwarded to municipalities on a regular basis. Such a procedure would have 
ughlighted these errors through feedback from municipalities, and in many 
vases would have encouraged more prompt payment. 


| We understood that consideration was being given to converting the 
\ecounts receivable to a computerized system to eliminate the manual 
jandling of ledger cards and speed up the processing of transactions and 
rOvide more meaningful information to management such as an accurate 
iged trial balance each month. 


Whether or not such conversion takes place we recommended that 
\ccounts receivable balances be reviewed on a systematic basis to ensure that 
iccount balances are accurate and that delinquent accounts are followed-up, 
4 a satisfactory explanation of the delinquency provided. 


Deputy Minister’s reply: 


“The weaknesses in the accounts receivable system had been 
previously evaluated and a study to replace the inadequate 
accounting machines used for accounts receivable and 
revenue systems was completed in December 1982. This 
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study resulted in recommendations for computer application 
and funds have been provided in the 1983-84 estimates to 


implement the new system. 

‘Im the meantime, the Ministry is manually reconciling the 
accounts receivable on a monthly basis and is preparing and 
issuing statements to the municipalities. « 


Reimbursement of Operating Costs | 


Certain municipalities operate provincial plants and are reimbureaam 
for such costs. This arrangement includes the two regional municipalities 
connected with the York/Durham sewage and water facilities. 


Agreements signed with the two municipalities call for the operating 
budget for the calendar year to be paid to them in quarterly instalments 
during each fiscal year. The quarterly amounts were not all paid in the 1982 fiscal 
year and $1,412,092 applicable to 1982 was paid and charged in the 1983 fiscal year. 
We noted that the appropriation for the Plant Operations Activity for the 
1982 fiscal year had an unexpended balance of approximately $3,000,000. 


{ 


H 


In addition we found that the second quarterly payment in 1982 fiscal yeal 
for South Central York Sewage Servicing Scheme amounting to $264,500 was paic 
to the wrong municipality. Neither of the municipalities nor the Ministry were 
aware of this situation. Adjustment of this error was to be made on the 
fourth quarter payments to these municipalities in the current fiscal year. | 


We understood that no internal audits of these costs had beer 
undertaken since the agreements were signed in 1975, and suggested that the 
Ministry consider this in the light of the large amount involved. | 


Deputy Minister’s reply: 


“The problem which caused the delay in reimbursement of 
operating costs, commented upon by the Provincial Auditor, 
has now been rectified. | 


“Internal procedures for controlling the payments have been | 
revised and the Municipalities are now required to issue | 
invoices to the Ministry on a quarterly basis. These invoices | 
will now be processed on a timely basis in the same manner 
as Other invoices. 


“The Ministry is now carrying out a review of the 
agreements and will be conducting an audit of the activities 
in the near future.’ 
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3.9 Lack of Economy and Efficiency re Provision of 
| Accommodation, Ministry of Government Services 


In the course of an audit of the Ministry, we examined the extent to 
which economy and efficiency were observed in the construction of 
government-owned accommodation. 


We reviewed a number of projects which had experienced construction 
delays, ranging from several months to several years, or had been completed but 
were deemed unsatisfactory in that they were non-functional or dysfunctional. 
These projects were discussed with district and regional management. Some 
examples of the projects and our concerns and recommendations are detailed in the 
following: 


Conversion of Boilers from Steam to Hot Water at a Centre for the 
Developmentally Handicapped 


| This contract was awarded to the lowest of ten bidders in the amount 
of $340,000. The contractor started construction in June 1982 with an 
2stimated completion date of September 30, 1982. Our review revealed that 
as Of July 11, 1983 this project had still not been certified as complete and 
olans for ponnued construction to final completion were uncertain. 


The project required that existing oil fired boilers be replaced by new 
doilers fueled by natural gas. During manufacture of the boilers the 
2onsulting engineers instructed the manufacturer to add equipment which 
would provide for the use of a propane back-up system. Propane back- -up 
was not provided for in the project specifications nor required in the 
-ontract with the general contractor. 


At a meeting on March 3, 1983 with representatives of the consulting 
mgineers, the general contractor and several senior members of the 
Ministry’s construction staff, it was reported that the manufacturer had, on 
nstructions from the consultants, already completed propane modifications 
0 the boilers. The change order for these modifications, in the amount of 
318,600, was discussed at the meeting and it was agreed that issuance of the 
change order would be held pending justification of the extra $18,600 by 
orice breakdown from the general contractor. The meeting also addressed 
roposed extras of $257,900 in addition to the original contract sum. 


It appeared that approximately $143,000 of the proposed extras 
elated to the propane back-up system which was not included in the project 
pecifications. It was agreed at the meeting that certain change order items 
elating to propane would be deleted and replaced by separate change 
\otices. It was also agreed at the meeting that ‘‘all remaining items relating 
0 the propane system are to be deleted and will be treated separately.”’ 


It was evident that the consultants’ design did not include full 
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i a 
requirements of the project. The project specifications in the Ministry’s 
public tender documents did not stipulate requirements for a fuel back-up | 
system. Due to these omissions interested contractors were not fully 
informed of the project specifications and competitive bidding by qualified . 


contractors may have been seriously affected. | 


The delay in completion of this project was attributable to poor 
planning and design by the Minstry and its contracted consulting mechanical | 
engineers. The unplanned additions and modifications to the project also 
caused delay and increased the contract cost by $125,500. It was estimated | 
that additional costs to complete the project would amount to $143,000. | 





Designs and specifications which do not fully describe all | 
requirements of projects attract bids in amounts insufficient to fulfil actual | 
requirements of the projects. To complete the projects it is then necessary to. 
issue change orders involving extra costs which are not subject to the 
competitive bidding process. This places the Ministry in a captive position | 
with the contractors and may result in significantly increased costs of the 
contracts. 


We recommended that, before tenders are called for, the Ministry. 
ensure that project designs and specifications are thoroughly reviewed. 


Relocation of Portable Buildings to a Centre for the 
Developmentally Handicapped | 


This contract was awarded to the lowest of five bidders in the 
amount of $120,000. The contractor scheduled work to be completed in: 
November 1981. However, the contract was terminated in June 1982 and 
completed by a second contractor in February 1983. : 


When the buildings were moved to the Centre they were found to’ 
have substantial structural deterioration through age. This necessitated 
extra work by the contractor in the amount of $10,100. The work was) 
delayed and brought to a halt because the contractor was unable to pay his: 
subcontractors, suppliers and workmen. The Ministry subsequently 
contracted with another construction company to complete the work. This: 
resulted in an additional cost of over $5,000 for this project. 


The delays were due to the performance of the first contractor and 
the deficient design of the precontract alterations and inspection. It is. 
important that potential problems be identified and realistic cost estimates’ 
and construction schedules prepared. | 


Install Fire Safety Doors in a Mental Health Centre 2 


The contract in the amount of $98,400 was awarded on February 4, 
1981 to the lowest of nine bidders. The project was to begin on August 31,| 
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1981 with a completion date of November 13, 1981. As of May 1983, the 
project was still not completed. 





i In summary, this project was delayed because the equipment 
ipecified in the project specifications proved to be unsatisfactory. The 
Ministry issued the contractor a change notice authorizing him to obtain the 
‘equired equipment. However, it was quite evident that the major cause of 


he delay was due to the contractor’s inability to obtain the prescribed 


‘quipment. 

We noted that the Ministry’s construction superintendent expressed 
lis dissatisfaction with the contractor on March 13, 1981 in trying to 
stablish a construction schedule. The construction superintendent 
ontinued to document concerns regarding construction progress 
hroughout 1981. 


On October 14, 1982 the construction Superintendent wrote the 


ontractor stating that if there were no workmen on site by October 18, 1982 
e€ would recommend termination. On June 10, 1983 the Ministry 
2rminated the contractor. We were informed the Ministry will now 
urchase the necessary equipment directly from the supplier and obtain 
uotations for installation. 


The delay of almost two years in installing the prescribed fire safety 
quipment resulted in undue inconvenience to Operations in the Mental 
fealth Centre. In addition, incalculable and unnecessary expense was 
icurred by the Ministry of Government Services for administration and 
ipervision. 


\ 


The action taken by senior management subsequent to our review of 
1s project should have been affected in the early stage of construction. 


etrofit a Regional Office and Garage to Effect 
nergy Conservation 


The contract was awarded to the lowest of three bidders in the 
mount of $51,900. The construction phase was scheduled to start in June 
381 with an estimated completion date of August 1981. Our audit 
ispection of the project in June 1983 disclosed that the project was not 
itirely operational. 


| 


A part of this contract required installation of photo cells to turn off 
‘ectric lights when natural lighting in offices reached a level of 55 foot- 
‘ndle power. The general contractor installed the photo cells as instructed 
\ the project consultant. The photo cells did not operate satisfactorily; they 
‘used the electric lights to strobe continually. The general contractor 
‘located the cells several times and different photo cells were installed. 


The relocations and changed cells were not effective and the electric 


| 
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lights continued to strobe. On June 6, 1982 the Ministry’s district office 
recommended full payment be made to the general contractor on the | 
grounds that all general contract requirements had been fulfilled. The. 
general contractor received payment in full in August 1982. Our audit | 
inspection on June 22, 1983 disclosed that the photo cells had been taped 
and thereby rendered inoperative. 


The adequacy of the photo cells should have been determined 
during design of the project. However, when the cells were seen to be 
ineffective the Ministry’s senior mechanical engineers responsible for these 
projects should have been informed. The contract should not have been. 
certified complete and paid in full without approval by the Ministry’s 
engineers. In addition to lack of value for money for this unsatisfactory | 
project the Ministry incurred additional expense in supervision and 
administration due to the delay in completion of the contract. 


| 
Installation of an Energy Conservation System at a Centre for the : 


Developmentally Handicapped 


The contract was awarded to the lowest of seven bidders in the’ 
amount of $49,100. The construction was scheduled to commence on 
August 9, 1982 with an estimated completion date of October 15, 1982. On 
June 1, 1983, a certificate of completion was issued to the general 
contractor. However, on June 3, 1983, the centre reported to the district. 
office that the system was dysfunctional and closed down. | 

In summary, this project was delayed and was now inoperable 
because the general contractor installed unsuitable equipment. 


The consulting engineers contracted by the Ministry as project 
consultants repeatedly rejected shop drawings of the equipment submitted 
by the general contractor. A letter dated January 4, 1983 from the project 
consultants to the Ministry concluded by stating ‘‘We feel no further time, 
should be wasted in reviewing this equipment.’’ However, the Contract 
Management Branch directed, on May 13, 1983, that the project be accepted 
and the amount due be paid. 


The recommendations of the project consultants contracted by the 
Ministry were apparently ignored not only by the general contractor but alsc. 
by the Ministry. We questioned the cost-value of the project consultants Or! 
this contract. We also questioned the issuance of a completion certificate 
and payment in full to the general contractor for an inadequate system. 
which they installed despite rejection by the project consultant. The system’! 
inadequacy was proven within 2 days of completion. 





In addition, the delay in completing the project resulted it 
inconvenience to operations in the Centre and extra administration ane 
Supervision expense to the Ministry of Government Services. 

| 


| 
| 
{8 
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Renovate Washrooms and Main Entrance to a Centre for the 
Developmentally Handicapped 


| This contract was awarded to the lowest of nine bidders in the 


amount of $48,400. The contractor started construction on July 26, 1982, 
with an estimated completion date of October 29, 1982. The certificate of 
completion was issued to the contractor on February 18, 1983. We were 
informed that the delay was due to the poor financial condition of the 
general contractor. 

| 





Although this project had been certified complete we were informed 
by the Centre’s management that the project was partially unsatisfactory. 
The electrically operated sliding doors at the main entrance are designed to 
>perate slowly. In winter this allows cold air to enter the building causing 
liscomfort to staff and residents working in and using the main hallway. 
[he entry of cold air will also partially or completely nullify the heat 
‘onservation expected from another project installed at the same time. 


The entrance of cold air allowed by slowly Operating doors at the 
nain entrance should have been recognized in the design stage of the 
yroject. We would have expected particular attention to be given to this at 
he time, since the Ministry was actively engaged in energy conservation 
yrojects. The doors will not be used for approximately 6 months of each 
year and we presumed that this would not affect the operation of the Centre. 
Ne therefore questioned the necessity for the expenditure on this aspect of 
he project. 


sandscaping Phase I at a Centre for the Developmentally 
tandicapped 


This contract was awarded to the lowest of five bidders in the 
‘mount of $47,400. The scheduled completion date for this project was May 
982. The certificate of completion was issued to the contractor in 
Jecember 1982. 


) 
i 


Our examination revealed that this project was delayed in part due to 
he financial condition of the contractor who could not readily obtain 
upplies or pay his workers. It was also delayed due to extra work 
lecessitated by special methods to excavate rock encountered during 
onstruction of retaining walls and stair enclosure. The rock formation was 
lose to a wall of the Centre’s main building and could not be removed by 
lasting. It was therefore necessary to remove the rock by special, lengthy 
nd expensive methods. This work was authorized by change order at 
dditional cost of $6,400. 


| We understood that the rock conditions at the work site of this 
Toject were known to the technical staff at the Ministry’s district office. If 
he district office staff had participated fully in the design and planning 


| 
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stage the total requirements of the project would have been made known at. 
its commencement. This would have minimized the cost and time required to, 
complete the project. This project was designed at the head office of the 
Ministry and the district office should have received the drawings at the 90. 
per cent stage for revision or comment as deemed applicable. However, in 
discussions with district office staff on this and other projects, they 
explained their reluctance to comment on 90 per cent head office drawings, 
in that they know from experience that their comments would be ignored by 
the head office professional staff. 


The Ministry should assess the prevalence of this attitude at all 
district and area offices and as may be necessary take appropriate measures 
to change it. Thorough review of designs, and performance of site 
inspections at the initial stage is essential to planning for expeditious 
progress and economical completion of the project. The Ministry should 
encourage advisory comments between all members of the construction 
team. 


Installation of an Energy Conservation System at an Adult Occupational 
Centre 


This contract was awarded to the lower of two bidders in the amount, 
of $41,100. The estimated completion date of the project was November 
1982. The contractor was issued a completion certificate in March 1983. Our 
audit inspection of this project in May 1983 disclosed that the system has 
been declared unacceptable by the Centre. 


This system was designed by a firm of consulting engineers and’ 
installed by a general contracting company. Each company was under 4 
separate contract with the Ministry. Although the system was deemed 
unsafe and operationally unsatisfactory the contractor was issued 4’ 
certificate of completion. The certificate was issued on the grounds thati 
installation had been effected in accordance with specifications and the; 
contractor was paid in full on May 15, 1983. 


The Ministry’s Chief Mechanical Engineer stated that he was nol 
informed of the unsatisfactory status of this project until after our visit te 
the Centre. He informed us that the consultant has been requested te 
redesign the system and will do so at his own expense. Another contracto! 
will be hired to perform the alterations. | 


The delay in completing and the current inoperative condition of this 
system has impaired a program of the Centre. We considered planning, 
installation and reporting on the status of this system to have beer 
inefficient, uneconomical and ineffective. The Ministry should perform 
thorough viability and prototype studies before tendering contracts for 
future systems. 


\ 
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EXPENDITURE RE UNOCCUPIED OFFICE SPACE 

| In addition to the preceding points, we noted a situation whereby the 
Ministry was committed to unnecessary expenditures as 


a result of leasing certain 
accommodation which was in excess of requirements. 


| 
The Ministry leased accomodation to relocate a government 
commission. The lease was executed on the assurances given by the 
Chairman of the commission that a significant increase in staff complement 
would be approved by Management Board. However, the Board did not 


approve the increases in staff as requested by the commission. 


| The Ministry found itself in the position of having leased accommodation in 
excess of the commission requirements. During the period June to October 
1982, the leased premises remained unoccupied. The total rental for the 


unoccupied period was $511,000. 


In addition, the Ministry had issued tenders for the construction of 
leasehold improvements in the leased premises. The tender closed in April 
1982, but was not awarded until August 1982. As a result of the delay, the 
original construction budget increased from $407,000 to $432,000. The 
nerease of $25,000 was attributed to increased materials and labour costs. 


| 

The Ministry was committed to unnecessary expenditures by entering into a 
ease agreement as a result of the commission’s failure to obtain Management Board 
\pproval for the increase in complement. 


The Management Board Secretariat’s approval procedures for 


tering into lease agreements have been revised and should prevent similar 
yecurrences. 


| Although the preceding matters have been reviewed with officials of 
he Ministry, no formal report had been issued at September 30, 1983. 


“herefore, we are not able to present the Ministry’s views on the matters 
alsed. 


‘10 Accountability Process re Operating Grants to Hospitals, 
| Ministry of Health 


| We reviewed the process for the payment of operating grants to 
ospitals and related facilities, which totalled $3.43 billion for the 1983 
cal year. Our objective was to assess the management controls and 
iformation system relating to the economy, efficiency and effectiveness of 
ich grants. 


h 
i 


We concluded that several initiatives had been implemented or were in 
durse of implementation to strengthen the management controls and information 
/Stems over such operating grants. 
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°A data base of hospital financial and operating statistics was 
being established to provide current information on hospital 

finances and operations. 


¢ Budget review procedures have been documented for the 1984 
fiscal year, and budgets are being subjected to detailed review. 


¢Groupings of similar type hospitals together with extensive | 
performance indicators were being established to provide | 
comparative statistics for peer review evaluation. 


DETAILED COMMENTARY 
Overview 
a) Authority for Operating Grants 


The contribution of Ontario to the operating costs of hospitals and 
related facilities which provide insured services is authorized under the 
Health Insurance Act. 


b) Basis of Funding 


Since 1969 the funding of public hospital operating costs had been 
made under the ‘‘global budget’’ funding concept. This method of funding | 
allocated a specific amount to each hospital and allowed hospitals a certain | 
amount of freedom in the internal allocation of these funds to its: 
departments. Allocations of funds to each hospital were originally 
established in 1969 by the Ontario Hospital Services Commission. The: 
Ministry assumed the responsibilities of the Commission in 1972 and | 
continued this basis of funding. Annual increases to allocations were, 
provided for inflation, negotiated salary and wage settlements, growth in 
utilization and new and expanded programs, dependent upon the Ministry’s ; 
availability of funds. 


f 


At the close of the operating year, each hospital submitted audited’ } 
financial statements together with Federal and Ontario financial and’ 
statistical returns which indicated their actual operating expenditures. After 
review and analysis by Ministry personnel final approved operating costs 
were established. If operating costs were less than the funds allocated and. 
paid by the Ministry, the excess of funds was recovered from the hospital. 
Where operating costs exceeded the Ministry’s funding, the resultant 
operating deficit was the responsibility of the hospital. However, in many of 
these cases the hospitals would request funds to cover their operating 
deficits and dependent upon the availability of Ministry funds, the deficits, 
would be funded partially or in full. | 


The Ministry’s contribution to the operating costs of public hospitals 
increased from $1,516 million in the 1976 fiscal year to an estimatec 
expenditure of $3,635 million for the 1984 fiscal year. The Ministry. 


| 
| 
La 
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“ecognizing the necessity to constrain health care expenditures, established a 
-ommittee on Hospital Revenue Allocation and Budgeting (COHRAB). As 

1 result of COHRAB’s recommendations and the Ministry’s review, the 
3usiness Oriented New Development Plan (BOND) was introduced by the 
Ministry effective April 1, 1982. 


| The main thrust of BOND is that the financial] accountability 
elationship between the Ministry and each hospital has changed from a 
pecific operating cost and related revenue basis to one which encompasses 
ll revenues and expenditures of the hospital. There has been no change in 
he allocation process, except that a new base allocation was established for 
he 1983 fiscal year equal to the actual 1982 fiscal year operating 
xpenditures incurred by hospitals which had a deficit on Operations for the 
982 fiscal year. There will be no year end settlements of hospital costs 
xcept on those funds flowed by the Ministry from other votes for specific 
rograms such as clinical education or ambulance services. Hospitals will be 
llowed to retain any excess of revenue over expenditures, but will be 
esponsible for deficits. It is intended that these procedures will encourage 
Ospitals to maximize their revenues and achieve reductions in expenditures 
hrough economies and efficiencies in their operations. 


Yperating Grants to Hospitals 
) Fiscal Resources Branch 


The Program Advisory Services (Hospital Programs) of the Fiscal 
esources Branch administers the financial resources of the Ministry 
llotted to the operations of hospitals and related facilities. The manager of 
lese programs has the assistance of five financial advisors and ten clerical 
Ipport staff. Among its functions are the calculation of the allocation of 
ands to individual hospitals and related facilities, cash flow 
ulendarization, budget reviews in cooperation with the Institutional 
)perations Branch and the determination of year end settlements. In 
ddition it is actively engaged in constructing a data base of hospital financial and 
derating statistics to provide management with a current information system. 


| As noted previously with the implementation of the BOND plan on 
'pril 1, 1982, year end settlements related to the operations of public 
dspitals have been discontinued apart from funding under other programs. 
‘owever, as the combined settlements for the 1981 and 1982 fiscal years 
‘ere determined in the latter half of the 1983 year, we reviewed the 
‘ttlement files of 40 public hospitals and 7 related facilities. Our review 
idicated that the settlements were processed accurately and in accordance with 
(tablished policy. 


) Institutional Operations Branch 


/ The Institutional Operations Branch of the Institutional Division is 
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the primary representative of the Ministry and liaison with public hospitals 
and related facilities. The goals of the branch are: 


To ensure that available funds are distributed to hospitals | 


related facilities as equitably as possible. | 
__To ensure that hospitals and related facilities are managed in an 
economic, efficient and effective manner. 


To achieve these goals the branch is divided into area teams | 
responsible for defined geographic regions. Each team is responsible for 
approximately 40 hospitals and related facilities and one team is responsible. 
for specialized health facilities such as the Ontario Cancer Treatment and 
Research Foundation. | 


In prior years the review of hospital budget submissions by the 
branch was limited, and generally a budget would be accepted if it was | 
within the global allocation. Efforts of the branch teams were concentrated 
on deficit submissions and resultant appeals against allocations. There were | 
no written procedures covering the steps to be undertaken in an effective. 
budget review. | 


We were pleased to note that this situation has been addressed by the branch 
and the 1984 fiscal year budget submissions were being subjected to a detailed 
review. Draft budget review procedures had been written for guidance of the area 
teams. Computerized key indicator reports on all submitted hospital budgets have. 
been prepared by Fiscal Resources Branch which indicate which of the budgets: 
submitted are in deficit or surplus position. Budgets received are acknowledged 
by the branch indicating initial acceptance of the budget if the hospital is in 
a surplus position. Where the budget shows a deficit figure, the 
acknowledgement indicates the Ministry’s concern and the need for the 
hospital to reexamine its operating forecast. All budgets are subject to’ 
detailed review. | 


Initially the 1983-84 budget review is being performed manually and. 
incorporates completion of a Budget Review Analysis Report and a three 
year summary report of financial and departmental performance’ 
measurements. Concentration is being directed towards budgets which show 
a deficit position. Where requested, the Fiscal Resources Branch will, 
prepare a hospital budget review report of the changes in financial 
operations. These analyses are discussed by the two branches, and the area, 


teams prepare reports to the hospitals of their conclusions and, 
recommendations. | 


At the time of our audit it was expected that computerized reports of' 
budget analysis would be available in July or August 1983 on all hospitals 


) 


which would eliminate the manual involvement of area teams and speed uf 
the process. 
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The branch has developed computer programs to group similar hospitals 
ato clusters, and we understood that printouts of these groupings would be 
_vailable in the fall of 1983. At the time of our audit 178 hospitals had been 
-ssigned to 13 groups. The object of this exercise was to provide the branch and 
idividual hospitals with a wide variety of financial and Operating performance 
idicators which would compare each hospitals’ performance over a three year 
eriod and also compare its performance with other hospitals within its cluster 
-_rouping. 


-) Program Effectiveness 


The increased intensity of the budget review process and peer group 
jmparisons should greatly enhance the accountability relationship of the 
linistry to the Legislature and of hospital management through its Board 
) the Ministry in the economy and efficiency of program delivery. The one 
‘maining measurement that required addressing was that of program 
‘fectiveness. 


We noted that a special pilot project ‘‘Case Mix Accounting’’ was 
bing conducted by the Kingston General Hospital. This project, which it 
‘as estimated will take approximately three years to complete, will provide 
< new basis of cost accounting and the measurement of productivity in 
l)spitals. Additional benefits are expected from this system for measuring 
rogram effectiveness as follows: 


—identification of differences in practices between hospitals; 


— assessment of rationalizations of hospital services and equipment 
on a district and provincial basis; 


— objective and rational basis for the allocation and use of a 
hospital’s services; 


—sound basis for planning service transfers, reductions or 
enhancements. 


1 Accreditation of Hospitals 


The accreditation of health care facilities is a program administered 
) the Canadian Council on Hospital Accreditation, Ottawa. Participation 
r'the program is voluntary and consequently there is no mandatory 
quirement that all health care facilities have accreditation status. To 
€eive accreditation status a health care facility must meet a variety of 
'ndards set out by the Council. These standards include the quality of 
vient care, the goals and objectives of the governing body and 
'nagement and the operations of the various departments within a facility. 


Each year the Council issues a listing of accredited health care 
éilities. Our review of the listing issued on May 9, 1983 indicated that 203 
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of the 221 public hospitals in Ontario were accredited. The accreditation 
process is a broad performance indicator which indicates that hospitals, 
receiving such status are meeting the standards of the Council. We suggested 

that all hospitals in Ontario be encouraged to obtain accreditation status. 


The foregoing comments were included in a report dated September 
30, 1983. The Ministry has not had an opportunity to respond and we are, 
therefore, unable to present its views on the subject matter. | 


3.11 Strengthened Collection Procedures Needed re OHIP Group 
Billings, Ministry of Health | 


A recent audit of the Ministry included an assessment of the policies 
and procedures in place regarding the collection of Ontario Health 
Insurance Plan (OHIP) group premiums by the due date. 


We concluded that improved policies and procedures were required. 


¢ Group billings were not being issued until payment of the prior 
month’s billing was received. Thus delinquent groups caused 
delays in billing. | 


¢ The number of groups and dollar value of premiums unpaid at the 
end of each month was excessive, resulting in lost interest revenue 
to Ontario. 


¢No penalty or interest charge was being assessed against 
delinquent groups; thus there was no incentive to remit by the due 
date. 


DETAILED COMMENTARY 
Overview | 
| 
Under the Health Insurance Act every resident of Ontario is entitles 
to become an insured person upon application to the General Manager 1) 
accordance with the Act and regulations thereto. At the time of our audit 
monthly premiums were $27 for a single person and $54 for a person wit 
one or more dependents. Exemption from premiums or reduced premium 
are afforded to certain residents. Premium revenue for the 1983 fiscal yea 
was $1,365 million (1982 $1,179 million). 


Group Premium Collection Procedures 


| There are approximately 35,000 groups registered with OHIF 
Premiums paid by these groups amount to approximately 85 per cent © 
total premium revenue. Under section 13 of the Health Insurance Av 


premiums are due three months in advance of the period which the premiu! 
covers. | 
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We noted that: 


, — Accounts receivable as at January 31, 1983 totalled approximately 
$79 million and consisted of 37,374 payments due for 25,091 
groups. 


— Although the majority of the accounts receivable ($63 million) pertained 
to the current due month, we found there were significant amounts 
which had been outstanding for more than 30, 60 and 90 days. This is 
indicated by the following summary: 


No. of 
Payments Amount 
Period Ended Month Due Due Outstanding 
$ 
Jan. 31/83 October 1,206 1,039,041 
November 2515 2,735,546 
December 7,190 11,587,655 


Late payment contravenes section 13 of the Health Insurance Act, and 
nults in loss of interest to the Province. The group billing system being used was 
bsed upon the principle that a group is billed only if the prior month’s billing has 
ben paid. Thus delinquencies result in delays in billing. 


We felt that a number of factors had contributed to the delay in 
pyment of group billings: 


— the relocation to Kingston in the summer of 1982 which resulted in 
new staff, both group leaders and unit clerks being hired for this 
work; 

—the introduction of an automated billing system; 

—the fact that no penalty is imposed on groups which are 
continually delinquent, resulting in no incentive to remil 
premiums by due date; and 

— the follow-up on delinquent accounts had been weak. 

In our discussions with management we noted that the group billing 
ad collection problems were being addressed, The implementation of 
Sticter collection procedures should assist in decreasing the quantity and 
dilar amount of overdue groups. 


On September 30, 1983, the Deputy Minister replied as follows: 


“Reductions in accounts receivable are being effected 
through the impact of new procedures to manually issue 
multiple billings for delinquent payments, These include: 


1, Allnon AGB groups are billed manually by the 10th of the 
due month even tf previous months payment nor recet ved. 
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2. Group clerks are sending reminder notices, manual effort, 

if AGB groups do not submit payments by the 10th of the | 

month following the due month. 


3. Arrears reports produced by District Offices for follow-up 
by Customer Service Representatives. 


4, More efficient referral of overdue accounts for Financial 
Control. 

“Wwe do send a multiple bill where the machine billing is 

already overdue or we feel it cannot be paid in time to 

generate the next billing within the month due. Many groups 

refuse to accept a non-machine billing without the listing. 


«in the latter half of fiscal 1982/83, and continuing on 
an on-going basis, we have put in place methods of improved 
revenue collection, such as the manual issuing of multiple 
billings and other improvements mentioned above. 


“We are confident that there has been an improvement in the 
revenue/receivables situation in 1982/83, which will carry 
forward into 1983/84 and beyond. Collections in the current | 
year reflect a marked improvement to date. ”’ 


3.12 Potential for Operations Improvements, Construction Health 
and Safety Branch, Ministry of Labour 


One of the objectives of a recent audit of the Ministry of Labour wat, 
to assess whether the operations of the Construction Health and Safety 
Branch were carried out with due regard for economy, and whethe’ 
adequate management controls were in place to enable branch managemen 
to assess how efficiently resources were utilized to meet the branch’, 
objectives. | 

We concluded that a number of steps could be taken to achieve addition: 
economy within the branch. Also, although performance statistics reported from th 
field were reasonably good, branch management was not fully utilizing th 
information nor following up on apparent problems. The major findings in supp! 
of our conclusion were: | 


e Computer reports produced by the Systems Development Services 
Branch were not being utilized. 


¢ The branch was not making effective use of information available 
from the Construction Safety Association of Ontario. 


eThere was a duplication of effort, in that the branch was 
manually preparing reports that were being automatically 
generated by the Systems Development Branch. 


| 
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ee 
| DETAILED FINDINGS AND RECOMMENDATIONS 
‘Overview 


The primary objective of the Construction Health and Safety Branch 
is to encourage construction employers and employees to prevent 
occupational accidents by identifying existing and potential health and 
safety hazards in the construction work place. Branch expenditure for the 
year ended March 31, 1983 was $4.6 million, of which $4.0 million was 
payroll related. 


The branch administers the Occupational Health and Safety Act and 
ensures compliance with legislated standards through consultation, 
inspection, investigation and enforcement activities. 


Over 100 inspectors are employed by the branch to inspect 
construction projects throughout Ontario. The inspectors also investigate all 
fatalities, serious accidents and any unusual incidents or situations which 
may present a hazard ona construction site. 


Overall Observations 


We found that in certain instances the branch operates in isolation. 
Through observation and discussion it became evident that the branch made little 
use of relevant information available from the Ministry’s Systems Development 
Services and Research Branches and the Construction Safety Association of 
Ontario. Useful statistics are available from these sources but are not utilized 
for planning purposes. In fact, in some instances the branch was manually 
preparing reports which could be obtained from these other sources. This 
results in a duplication of effort which cannot be considered due regard for economy 
nor an efficient utilization of resources. 


While the statistics provided by the field do provide a number of sound 
serformance indicators, management was not fully utilizing this information to 
dentify and follow-up on potential problem areas. 

On June 9, 1983 the Deputy Minister replied as follows: 

| “Tt is important to note that it is this Ministry’s statutory 
obligation under the Occupational Health and Safety Act 
and Regulations for construction projects, to inspect and 
take necessary action to ensure compliance. We do not 
believe the branch would meet its mandate by relying too 
heavily on externally generated information. The 
Construction Safety Association of Ontario is established by 
employers under the Workers’ Compensation Act, and 
obviously does not have the same mandate as _ the 
Construction Health and Safety Branch. We do rely on the 
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same basic data base (Workers’ Compensation Board), liaise 
with each other regularly, and, exchange information on 
emerging hazards in the construction industry. 


““4 review of current systems and management information 
needs has been undertaken by the branch. It is our intention 
to enhance the system, and to ensure that all relevant 
information is used for planning purposes. . 


Non-Utilization of Computer Reports 


The Systems Development Services Branch of the Ministry produces 


monthly reports for the Construction Health and Safety Branch. During our 


review, we found that, for the most part, these reports were not being utilized by © 


branch management because the staff felt that they were outdated and/or 
inaccurate. 


We were informed by the Systems Development Services Branch that the | 


reports were not outdated since they were available approximately 3 weeks after. 


| 


month end. In addition, inaccuracies which arise were because the data submitted by 
the Construction Health and Safety Branch was incorrect. For example, if the. 


Construction Health and Safety Branch does not code a construction project 


as having been completed, it will continue to show up on the printout of | 


active projects, or if all documents are not turned in by the cutoff date then ' 


obviously there would be omissions in the final reports. 


We recommended that management of all three regions get together. 
and determine what specific information would be useful to their district ’ 
managers. A determination could be made as to whether the Systems| 


Development Services and Research Branches could efficiently produce this’ 
information. Procedures could then be established to ensure the raw data 
required to produce these reports is submitted on a timely basis. | 


Reports presently produced but of little use to Construction Health’ 
and Safety management should be discontinued. 


Deputy Minister’s reply: 


‘‘As noted above, we are currently reviewing information 
needs of the branch, in order to enhance the utility of 
computer generated data. At the conclusion of this review, 
we will discontinue production of any unnecessary manual 
and automated reports. 


“Also, all managers have been directed to more closely 
monitor data submitted, to ensure reports generated are 
accurate. ”’ 
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Reports Available from the Construction Safety Association of Ontario 


| The Construction Safety Association of Ontario (CSAO) maintains 
a computer data bank which stores information on the circumstances and 
conditions surrounding every Workers’ Compensation Board “‘lost time’’ 
accident in Ontario. This data bank is updated daily as new information is 
received. 


We were advised that the Systems Analysis Division of the 
Association can provide up-to-date information on numbers, causes and 
locations of accidents, problem equipment, problems related to specific 
trades, etc., at any time free of charge. 


In our opinion, the data available could be used to identify specific 
problems within the construction industry and accordingly to set priorities and 
schedule inspections for the branch. For example, if it were found that a large 
number of accidents had resulted from a particular hazard, the inspectors 
ould be instructed to pay closer attention to situations of that nature. In 
addition, if a particular company has a poor safety record then it may be 
advisable to inspect its projects on a more regular basis. 


During discussions with various field personnel we were informed by 
one of the managers that he was obtaining CSAO statistics on his own and 
ising them to advise his officers as to the types of problems they should pay 
specific attention to. 


When we informed the acting branch director that a number of reports can 
ye Obtained from the Association on a monthly basis, he obtained copies of the 
Association’s Injury Frequency and Cost Record report and the Contractor’s Lost 
fime Injury report and determined that the reports were useful and will be requested 
n the future. 


In our opinion, the efficiency and effectiveness of the branch in reducing 
\ccidents could be improved if branch managers were provided with this type of 
nformation and used it to establish priorities for the activities of the inspectors 
ider their direction. This is especially critical in times of constrained 
‘@sources. 


Deputy Minister’s reply: 


“Once again, this Ministry and the C.S.A.O. rely on the 
same data base for information. Whenever a problem is 
isolated by the C.S.A.O. it is communicated to the Ministry 
and any necessary action taken. 


“We are assessing the possibility of utilizing additional 
information generated external to the branch.”’ 


68 AUDITOR’S REPORT FOR 1983 | 
sn 


Duplication of Effort 
a) Staff Deployment Analysis | 


Each month the managers and regional administrators manually — 
prepare a ‘‘Staff Deployment Analysis’? report that summarizes the 
monthly activities of each of the inspectors in the field. | 


During our review, we found that the Systems Development Service 
Branch of the Ministry prepares a ‘‘Field Activity’’ report which essentially contains | 
the same information that is on the staff deployment analysis. Although, the staff 
deployment analysis does contain some additional information, we were | 
informed that the field activity report could easily be adjusted for this. 


b) Accident Reporting 


All work places under the jurisdiction of the Workers’ 
Compensation Board of Ontario are required to report any accidents which | | 
result in a disability that lasts for at least one day beyond the day of the) 
accident. These are reported on the ‘‘Employer’s Report of Accident”, 
commonly called the ‘‘Form 7’’. | 


The Standards and Programs Branch of the Ministry receives copies | 
of all Form 7’s received by the Board. There are six employees in the branch | 
who process, code and route the forms to the applicable branch within the. 
Occupational Health and Safety Division. : 


On receipt of the forms the Construction Health and Safety Branch: 
sorts them by district and forwards them to the applicable district office. We 
were informed that these forms are not being used by the inspectors because they 
were not being received on a timely basis. | 


During our review we found that the Research Branch of the 
Ministry receives all the information recorded on the Form 7’s via a 
computer tape produced by the Workers’ Compensation Board. The’ 
Research Branch has the capability through its ‘‘Work Injury Information 
System’? to produce a monthly report which would include all the 
information that is on the Form 7’s. This report would include all Form 7's 
received by the Board during the month and could be ready for distribution. 
approximately two to three weeks after month end. | 


This could result in a significant saving of clerical time in both the 
Standards and Programs Branch and within the Construction Health and Safety 
Branch, and quite possibly, within the other branches of the Occupational Health, 
and Safety Division. It should also improve the timeliness of the ultimate 
receipt of this information by the field staff. 


Deputy Minister’s reply: 
“The ‘Staff Deployment Analysis’ is not intended to be a | 
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monitoring tool for District Managers, but to provide 
information for use by senior branch management. There is 

a partial duplication of data in the computer generated 
reports, however, the information is required immediately, 

in order to provide information on activities as they occur. 


“Also, most inspectors do make use of the ‘Employer’s 
Report of Accident’ form, however, the time lag in receipt of 
same has detracted from the effectiveness of utilization. 


“These items will be considered in the information needs 
review and any unnecessary manual preparation and 
distribution of data will be eliminated. ’’ 


3.13 Review of Hallmark Hornepayne Town Centre Project, 
| Ministry of Northern Affairs 

In November 1982 a motion before the Standing Public Accounts 
~ommittee of the Legislature requested the Provincial Auditor, pursuant to 
section 16 of the Audit Act, to conduct a full review of the Hallmark 
dornepayne Town Centre project and the provincial government’s 
nvolvement in it, including a review of the cost effectiveness of the 
yrovincial capital investment in the project. The motion was discussed and 
vithdrawn on the understanding that the Provincial Auditor conduct a 
eview of the project and include it in his Annual Report for the year ending 
March 31, 1983. 


A report on this review, which was historical in nature, was sent to 
he Ministry of Northern Affairs in June 1983. A summary of our 
»bservations arising from the review is as follows: 


¢ The Province did not conduct a feasibility study prior to agreeing 
to participate in the arrangement with Hallmark Hotels Limited 
and the Canadian National Railway for the construction of the 
Town Centre, owned by Hallmark. 


* Detailed evaluation of the project has been postponed because of 

the delays experienced in occupation of the public sector facilities. 

It is expected that ongoing evaluations over several years of 
operation will be needed to assess the results. 


¢ Negotiated contract price for the project was $11,660,000 to be 
shared as follows: Province $5,367,000 (46%); CN $3,945,000 
(34%) and Commercial (Hallmark) $2,348,000 (20%). 


¢The Province’s share consisted of $4,572,000 in grants and 
$795,000 in present value of future lease payments. Net grant 
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outlay by the Province was reduced to $3,704,000 as a result of a 
federal contribution and other adjustments. 


eThe Province incurred additional capital related costs of 
$946,000. 

¢ Delays occurred in negotiating leases and in occupying the public 
sector facilities. As a result, the Ministry of Northern Affairs 
made payments totalling $338, 000 with respect to unsigned leases 
for unoccupied premises. 

¢ Rental costs incurred by the public sector for the year ending June 
30, 1983 were estimated at nearly $290,000, including additional 
rent for operating costs in excess of $215, 000. We found no 
evidence of the prospective public sector tenants having been 
given reasonably accurate estimates of operating costs (additional 
rent) prior to initiation of the project. 


¢ Facilities intended to have been leased by the Municipality were 
being administered according to an Agreement between the 
Province and the Municipality with the Province paying the 
operating deficit. For the year ended December 31, 1982 the 
deficit was over $140,000. 


¢ From a strictly financial aspect, as a return on investment to the 
taxpayers of the Province, the investment in the Town Centre 
would be difficult to justify. 


DETAILED COMMENTARY 
Overview 


By a Letter of Intent signed by the Minister of Northern Affairs an 
dated August 15, 1978 the Province agreed to participate in an arrangemer' 
for the construction of a Town Centre at Hornepayne, in concert wit 
Hallmark Hotels Limited (Hallmark) and the Canadian National Railwa. 
Company (CN). The signing of the Letter of Intent followed an earli¢ 
announcement in January 1977 by the Province and CN on an agreement i 
principle. : 


j 
t 
{ 
| 
t 


The Centre consists of an enclosed mall-type structure and an ou 
door recreational area located on land transferred to Hallmark by CN an 
the Municipality for the nominal amount of $1.00 in each case. The Cent! 
has the following components: | 
Province | 

Liquor Control Beard of Ontario (LCBO) store 


Ontario Housing Corporation (OHC) rental housing proje 
(senior citizens) 


\ 
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Ontario Provincial Police (OPP) detachment offices 
Municipal 


Cultural and Recreational facilities, including a library, 
gymnasium, swimming pool and an outdoor playing field and 
tennis courts 


Medical/Dental facilities 
High School — which shares the library and recreational facilities 
Board of Education office 


CN 


Accommodation in the form of bachelorettes, apartments and 
railway crew lodges 


Commercial 
Hotel comprising 35 rooms, restaurants and bars 
Post Office 
Bank 
Department store 
Food market (vacant) 


Small retail stores (4) 


The Centre is owned by Hallmark, although under a yet unexercised 
option provided by the Letter of Intent, the outdoor recreational facilities 
may be conveyed to the Municipality for the nominal amount of $1.00. 


Feasibility of Project: 


The Town Centre was conceived in 1975 as a result of a planned 
expansion of CN operations which was to increase its labour force in 
Hornepayne from approximately 425 in 1975 to some 600 by 1980-81. There 
was also a need to replace the existing CN accommodation. Hallmark, 
having been selected by CN to provide commercial development, suggested 
a community approach. With support from some Council members 
(Township of Wicksteed), the Province was asked to participate in the 
construction of a complex that would include public sector facilities. 


The Province did not conduct a feasibility study. However, Hallmark 
assessed the economic viability of the project from an overview based on outline or 
conceptual plans. In April 1977 Hallmark reported that, for a number of reasons, 
the project was only marginally feasible from an economic point of view. On the 
basis of information provided in the interim by Hallmark and CN, the 
Province proceeded to determine the interests of its ministries and agencies 
and to coordinate the public sector participation. During this process, prior to 
the Letter of Intent being signed, some reservations were expressed. 
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__The Hornepayne Board of Education agreed on the need for a 
new secondary school provided that the facilities could be 


provided at no (extra) cost to the ratepayers. However, Ministry | 
of Education officials initially believed that with the addition of a — 


multi-purpose shop structure and renovations to the existing | 


school, the needs for secondary education would have been well | 


satisfied at significantly less cost. Nevertheless, the Ministry 


f 


subsequently supported the inclusion of the High School in the — 
complex for reasons relative to the general benefit of the | 


community. 


—JInitially, the existing OPP accommodation in Hornepayne was | 


confirmed as being reasonably adequate. However, with a view 
towards improving its facilities, the OPP agreed to relocate its 
offices to the Town Centre provided Force operational 
requirements were met. 


—Originally both the Ministry of Health and the LCBO expressed | 
concern over the rental costs for space in the Town Centre. 
However, both agreed with the general concept that the Centre | 


would be a suitable location for the proposed facilities. 


The then Treasurer of Ontario was the major Provincial proponent | 


of the Town Centre and undoubtedly his endorsement was instrumental in 
Overcoming any reservations on the part of ministries and agencies to 
participate. In a February 1977 memorandum to a Minister, the Treasurer 
said: ‘‘I want this operation to be a success not only for what it will do for 
Hornepayne but, more important, because (of) it’s potential significance in 
dealing with several basic problems which have plagued northern, isolated 
communities as places to live. The more provincial, municipal and private 
activities we can bring together, the higher the possibility of accomplishing 
success.’’ 


Purposes of Project 


The purposes of the project as stated in the Letter of Intent were: 


1. To assist the Municipality to improve community facilities in the | 


face of CN’s major expansion of its operations; 


2. To explore the feasibility of arrangements such as this being used 
as a model for improving living conditions in a remote northern 
resource community when faced with an expansion; and 


3. To provide the community with a climate-controlled mall-type 


Town Centre having many of the community services combined in | 


one facility. 


COMMENTS ON MINISTRY OPERATIONS 73 

In an audit memorandum (June 5, 1980) to the Deputy Minister, 

_Ministry of Northern Affairs, we noted that the objectives had not been 

_ established in sufficient clarity and detail to facilitate the measurement of 

_ intended benefits. In reply, the Deputy Minister felt that the objectives did, 
in fact, lend themselves to quantitative measurements such as: 


— CN employee turnover rates; 

— Permanent population increase; 

— Increases in use of cultural and recreational facilities; 
— Occupancy rates of apartments; and 

— Employment figures 1977 vs. 1982. 


He also cited intangible social benefits which should be weighed, 
such as the interaction of senior citizens and the action of the Centre as a 
focus i in drawing the community together. 


Although the Deputy Minister said that a detailed evaluation would be 
made in 1982, such an evaluation has not been possible because of delays 
experienced in occupation of the public sector facilities. It is expected that ongoing 
evaluations over several years of operation will be needed to assess the results. 


Estimates of Capital Costs 


| The provisional or conceptual cost of the Centre was referred to in 


correspondence and in a press release in March 1976 as being $7 million. 
However, this estimate was not based on worked-out plans. 


Subsequently, capital cost estimates prepared by a construction firm 
working with the architect ranged from $8.70 million in July 1976 to $11.50 
million in August 1977. These estimates included a component for non- 
construction costs (e.g. professional fees, contingencies, interim financing, 
construction management) which were determined on a percentage basis by 
Hallmark. 


A first round of tender bidding in March 1978 produced only two 
bids, the lower bid being $10.26 million. A second round in May 1978 
brought three complete bids, the lowest being $9.90 million. The addition of 
non-construction costs would have increased the latter bid to nearly $14 million. 


The increases in costs from July 1976 were ascribed to: 


—the delay in tendering (inflation factor of approximately one per 
cent per month); and 


—the lack of exact input regarding mechanical, structural and other 
systems with respect to the earlier estimates. 


| The Minister of Northern Affairs had already signed a Letter of 
nMtent on February 20, 1978 containing a provision that should the 
Otal project cost as determined by the tendering process exceed 
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$11.11 million, the public sector would not be bound to proceed. | 
Accordingly, after consultation with the Province and CN, a contract was 
negotiated with the construction firm which had prepared the earlier 
estimates (but which had not previously placed a bid) and a revised Letter of | 
Intent was signed on August 15, 1978. 


The revised costs as a result of the negotiated contract were: 





$(000s) 

Construction contract 8,300 
Non-construction costs 

(approx. 40 per cent) 3,360 

11,660 








Sharing of Capital Costs under Letter of Intent 


The Letter of Intent scheduled the sharing of the total cost as 
follows: 


$(000s) Per Cent 
Province 5,367 46 
CN 3,945 34 
Commercial 
(Hallmark) 2,348 20 
11,660 100 








The preceding amounts do not include the costs of a department, 
store, which was financed by the store itself. 


The financing of the Provincial share of the project was a rather 
complicated transaction involving substantial grants with other capital costs ' 
to be reimbursed through future rental payments. Although the contractor | 
summarized his final construction costs as being $9,540,000, the overrun in itself did) 


not affect the actual amount contributed by the Province, as may be seen from et 
following schedule: 


Breakdown of Capital Cost by Eventual 
Occupiers, Public Sector Facilities 


Present Value of 
Future Lease 


Grants Payments 

: $(000s) $(000s) 

Province | 

LCBO | 
185 

OPP 160 


345 
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Municipal-Related 





| Mall and common areas hg197 
High School 1,631 
Cultural and Recreational 
| facilities 1,302 
Medical/Dental facilities 90 50 
Senior Citizen apartments 285 400 
General 67 
Totals ($5,367) A572 795 


Less: Contribution from federal 
Department of Regional 
Economic Expansion 650 


Other adjustments (Note) 218 868 


Total amount paid by Ministry of 
Northern Affairs 3,704 








Note: The Province received finance cost savings ($393,000) attributed to grants 


and paid a guarantee ($175,000) as protection from liability for 
contingencies. 


Capital Related Payments 


We have used the term ‘‘capital related payments’’ to include a 
variety of costs paid for finishing work, alterations, change orders and other 
work, some of which were the subject of prolonged negotiations between 
Hallmark and the Ministry of Northern Affairs. The payments are 
summarized as follows: 


$(000s) 
OPP tenant work 321 
Medical/Dental facilities 
tenant work 199 
LCBO tenant work 147 
Cultural and Recreational 
facilities 134 
High School — change order 41 
Miscellaneous items 50 
Interest charges i354 
Total 946 


As the accommodation requirements were not known at the design 
stage, the Letter of Intent, in referring to leasing arrangements, specified 
hat the OPP, Medical/Dental and LCBO premises would not be provided 
with any finishing or partitions. Accordingly, these areas incurred 
iignificant additional costs. 


The tenant improvements for the OPP detachment offices and cells 
vere completed by June 1981 at a cost of $192,000. However, in the interim, 
ipon examination of the premises, the OPP found that the garage required 
‘pansion and that an elevator was needed as a safety feature for the 
‘Onveyance of prisoners from the grade level garage to the cells located in 


| 

| 

| 
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the office area on the second floor. The cost of these additional | 

modifications was $129,000. | 

Delay in Occupation of Premises : 

Certificates of substantial performance as to the completion of the | 

Town Centre were submitted by the architect in December 1980. Hallmark 
indicated the public sector premises had been ready to receive tenant, 

improvements somewhat earlier and proposed that the leases commence in 
September-December 1980 depending on the individual circumstances. | 
However, the leases for the public sector facilities were not signed until March/April 

1982 following prolonged negotiations and agreement by the Ministry of Northern 

Affairs to reimburse Hallmark for the intervening rent. 


The factors involved in the delays in reaching accord on the leases) 
and in occupying the premises are summarized: | 


1. Draft leases were presented by Hallmark to the Ministry of 
Northern Affairs in October 1980. Ministry records did not, 
indicate any immediate action was taken. 


2. There was reluctance by both the Municipality and the Board of 
Education to enter into leases or to occupy the facilities until such 
time as financial problems relative to the operation of the 
respective facilities had been resolved. ) 


3. Other problems relative to the execution of the leases and. 
occupation of the premises included the requirement for prior 
Ontario Municipal Board approval, which was dependent on 
satisfactory financial information, and compliance matters with, 
respect to the Building Code Act. 


4. Hallmark approached the Ministry in January 1981 and active 
negotiations commenced in March 1981, with the Province 
negotiating the leases on behalf of all public sector tenants. | 


5. The intervening time to March 1982 was used to review the for 
of the leases (negotiating the clauses) and to attempt to get the 
Municipality to be a party to the leases (Cultural and Recreationa: 
facilities and Medical/Dental facilities leases). | 


6. The OPP detachment delayed occupation of their offices until th 
garage and elevator improvements had been completed. | 


The leases were retroactive to the substantial dates of completion O 
the premises. Whereas it had been intended that the Municipality woul 
assume the leases for the Cultural and Recreational facilities and th 
Medical/ Dental facilities, these facilities are currently being leased by th 
Province (Ministry of Government Services) and administered according t 
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an agreement between the Ministry of Northern Affairs and the 
Municipality. 


Components of Rental Payments 


The four components of the rent payable under the public sector 
leases are: 
| 1. Minimum Rent 
Where the capital cost of the facility was financed entirely by 
| grants, the minimum rent is $1.00 per year: 
/ — Cultural and Recreational facilities 
| — High School 


For those elements where the capital cost was not paid for through 

grants or only partly financed by grants, the capital cost not 
financed by grants is amortized as rent (i.e. present value of future 
lease payments): 


Annual Minimum 


Rent ($) 
— Medical/Dental facilities 39500 (2Onvears) 
— OPP 18,848 (20 years) 
— LCBO 25,437 (20 years) 


2. Additional Rent (Operating Costs) 


Additional rent is payable by the tenants for expenses incurred by 
the landlord (Hallmark) in operating, maintaining and repairing 
the Centre. The total expenses for a year are estimated on an 
apportionment basis and an adjustment (to actual) is made at the 
end of each year. The apportionment to all elements of the Centre 
(Public Sector tenants, CN and Commercial) is based on such 
factors as area and capital cost and includes such items as heating, 
air conditioning and taxes. Similar costs relative to the common 
areas of the Centre are also apportioned. 


3. Reserve Fund 


The reserve fund, administered by Hallmark, provides moneys for 
major repairs and replacements. Contributions to the reserve fund 
are at the rate of 35 cents per square foot per year. The annual 
contributions of the two largest public sector facilities are: 


— Cultural and Recreational facilities $5,324 
— High School 4,689 
4. Management Fee 


The annual management fees for each facility are stated in the 
Letter of Intent and are subject to escalation. The management 
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fees, which range up to $2,000 per facilitiy, are in addition toa 15. 
per cent administration fee assessed on the operating costs 
included in ‘‘additional rent’’. | 


Lease Related Payments — Ministry of Northern Affairs 


Commencing in May 1981, the Ministry of Northern Affairs began 
making interim payments to be credited against the unsigned leases and 
paying hydro bills where such service was metered to the premises. In 
February 1982, the Deputy Minister confirmed that the Government was | 
then ready to sign the leases and settle the rental arrears. The total settlement, 
including interim payments, amounted to $338,329. | 


Summary of Lease Costs to June 30, 1983 


Rental payments for all public sector facilities to June 30, 1983 will 
probably exceed $670,000. The following summary includes actual 
payments to June 30, 1982 plus estimated payments for the rental year 
ending June 30, 1983. (The additional rent component of each lease is 
adjusted to actual as at June 30 each year.) | 


$ 
September/December 1980 to June 30/81 122,374 
July 1/81 to June 30/82 261,939 
July 1/82 to June 30/83 (estimated) 288,332 
672,645 


Operating Costs (Additional Rent) 
a) General Comments 


Several financial analyses were presented by the Municipal Finance’ 
Branch, Ministry of Intergovernmental Affairs, with respect to the likely: 
impact of the Centre on the Municipality. 


We found no evidence of the prospective public sector tenants having beer 
given reasonably accurate estimates of operating costs (additional rent) prior to the 
Letter of Intent being signed. The additional rent for the public sector premises 
for the year ending June 30, 1983 is estimated to be in excess of $215,000. 
This amount, which is part of the $288,332 included in the preceding 
summary of lease costs, is likely more than was foreseen at the time the 
Letter of Intent was signed. | 


b) Cultural and Recreational and Medical/Dental Facilities 

AS already mentioned, these two areas are being administere¢ 
according to an Agreement between the Ministry of Northern Affairs an 
the Township of Wicksteed. The Agreement provides that the Township i 
to manage the facilities on behalf of the Province and in the interest of th 
people of Hornepayne. | 
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In accordance with the Letter of Intent, the Province was to obtain 
agreement of the Municipality to all matters therein affecting the 
Municipality. As the Letter of Intent envisaged the Municipality entering 
into the leases for these areas, there was an apparent onus on the Province to 
ensure such action. 


Indeed, t the Municipality originally did agree to be bound by the 
Letter of Intent including provisions with respect to the leasing 
arrangements, Operating costs and common area charges. 


Of some interest, insofar as the recreational facilities are concerned, 
are the observations contained in an early financial analysis prepared by the 
Municipal Finance Branch of Treasury, Economics and Intergovernmental 
Affairs in March 1977: 


‘“The high spending on recreation in particular raises some 
reservations as to the need for the new recreational facilities 
being proposed.’’ 


and 


‘The assumption of the operating deficit by the Township 
would increase its revenue fund spending on recreation to 
approximately $414 per household. This level would be six 
times the amount spent by comparable townships.’’ 


During the time prior to substantial completion of the Centre, Township 
-ouncil members expressed their concern over Operating expenses for the Centre 
ind requested information as to estimated revenues and expenditures involved. In a 
tatement of municipal position issued in July 1980, the Township 
naintained that at a public meeting in November 1977, it had been clearly 
tated that the project would be constructed at no cost to the local taxpayer, 
nd that upon completion a benefit by way of revenue would result. In 
eply, (August 5, 1980), the Ministry of Northern Affairs said it did not 
relieve a categorical statement had been given at any public meeting to the 
ffect that the Centre could be constructed and operated at absolutely no 
Ost to the local taxpayer. The Ministry reply went on to say that an official 
tom the Municipal Finance Branch had stated at the November 1977 
leeting that, from all the evidence available at that time, it appeared 
Tobable there would be a surplus of tax revenues over extra expenses of 
rom $40,000 to $60,000 per annum. The Ministry referred to more recent 
mancial analyses which indicated the likelihood of a surplus as being a 
istinct probability. 


! A later financial analysis forecast an operating deficit of between 
55 ,000 and $60,000 in the first year, which would be cushioned in future 
cars by factors such as increased subsidies from Hallmark. Finally, the 
Ownship was informed in December 1981 that the Province would operate 


, 
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the facilities for up to one year. The Agreement between the Ministry of, 
Northern Affairs and the Township, among other matters, provides that the 
Province will pay the operating deficit attributable to the leased premises. The: 
Agreement, initially due to expire on November 30, 1982, has been extended to 
December 31, 1983 so that sufficient financial information can be gathered for Hi 
formula whereby the Township would take over the leases. 

An operating statement of these facilities for the year ended. 
December 31, 1982 prepared from the Township’s audited financial | 


statements, placed the deficit for the year at $124,526. ! 





| 


Our comments on the statement were as follows: : 
1. The amount of rent ($76,254) included as expenditure did not 
include increases effective July 1, 1982 or an adjustment to actual 
for estimated rent paid for the period ended June 30, 1982. The 
inclusion of these adjustments (totalling $18,860) would have increased 
the operating deficit to $143,386. | 


2. A portion of the wages was for only a nine month period. | 


Cost-Effectiveness of Provincial Capital Investment | 
From a strictly financial aspect, as a return on investment to the taxpayers 
of the Province, the investment in the Town Centre would be difficult to justify, al 


least in the foreseeable future: 


—The capital cost of the High School was over $1.6 million whereas 
the former school probably could have been upgraded for $0.5 ¢ 
million. In 1976 a Ministry of Education official stated that the 
new High School would provide a facility larger and more costly 
per pupil than any built or planned in Ontario. Enrolment whick 
was 103 for the 1981-82 school year is now 118. : 


— The capital investment in Cultural and Recreational facilities wat 
$1.3 million. As previously mentioned, the Municipality already 


was spending highly on recreation. | 
| 


—The present value of the future lease payments by the LCBO anc 
OPP ($345,000) are significant when considered in light of thi 


former premises being government-owned. | 


—Significant costs were also incurred in the way of capital relatec 
payments and lease payments for unoccupied premises. : 


—Also to be considered (although not a capital cost) are th 
increased occupancy costs in the form of operating expense 
(additional rent). | 


| While we must await the results of the evaluation to be carried out b 
the Ministry of Northern Affairs (See Purposes of Project portion of thi 


| 
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section), our observations during the review with respect to the quantitative 
measurements mentioned indicate that: 


1. Although CN employment did increase from approximately 425 . 
in 1975, there have also been layoffs. At the time of our review, 
there were about 410 CN employees. 


2. There had been a population increase of approximately 110 from 
1,610 in 1975 to 1,720 in 1982. 


3. The Cultural and Recreational facilities were being used 
extensively not only by the High School but also by senior 
citizens, CN employees and other Hornepayne residents. 


4. The senior citizen and CN apartments were nearly all occupied. 
Of the 112 CN bachelorettes, we were advised that about 50 to 75 
are usually occupied. 


5. The Town Centre itself now provides employment for 60 to 75 
persons. 


The presence of the hotel facilities has attracted business to the 

community in the form of travel stopovers, conventions and a bonspiel. 

Recently, cold weather tests on foreign-made automobiles were conducted in 
the area with the Town Centre being an accommodation base. 


Whether the intangible social benefits succeed in attracting industry 
and population for resource and other development remains to be seen. 


In our opinion, a contributing factor with respect to the extra costs (capital 
| and lease related) incurred by the Province was one of coordination. The Letter of 
Intent specified that there should be a senior coordinating committee with 
Provincial, CN, Hallmark, Municipal, School Board and DREE 

representation (one person each). 


We did not find evidence of such a committee having been formally 
constituted. A structured committee with senior level representation might 
_have been successful in reducing extra costs and facilitating the occupation 
of the public sector premises. 


On July 27, 1983 the Deputy Minister of Northern Affairs wrote to 
us as follows: 


i 


“Generally, your report is an accurate reflection of the 
activities related to the Town Centre project. There are 
however, several points which we would like to clarify. 


Relays i in Leases and Occupancy 


‘“‘There was a period of delay between the building being 
substantially completed and the signing of the public sector 
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leases, which in turn delayed the occupation of the centre. 
From the point of view of the Ministry of Northern Affairs, 
that delay resulted from protracted and difficult negotiations 
which were necessary in order to ensure that the leases 
ultimately signed protected the interests of the community. 
That the process of negotiating appropriate lease conditions 
took a considerable amount of time is unfortunate; however, 
this ministry’s involvement in the negotiations was consistent 
with its responsibility to the citizens of Hornepayne and to 
the taxpayers of the Province. 


Co-ordinating Committee 


“The original Letter of Intent anticipated the need for a 
Senior Co-ordinating Committee which would meet on 
significant matters of substance. There were a number of 
meetings between the parties to the agreement but a need did 
not materialize for the establishment of a formal co- 
ordinating committee. 


Benefits of the Project 


“The focus of this innovative pilot project was to address the 
problems of life in a small, remote northern community. 
This is reflected in the purposes listed in the Letter of Intent. 
Indeed, at the time, it was thought that similar projects 
might be developed across Northern Ontario. The 
government’s investment in this project was for the purpose 
of improving the community life of the town of Hornepayne, 
not strictly for obtaining a financial return on the original 
investment. As Iam sure you are aware this is the case with 
many public sector capital investments. It is expected that 
this ministry’s evaluation of the project will be able to 
demonstrate some of the social benefits of the Town Centre 
to the Community of Hornepayne as a whole. 


‘Finally, it should be noted that the government’s decision 
to fund the pilot project of the Hornepayne Town Centre 
was taken before the Ministry of Northern Affairs was 
created. Nonetheless, this ministry has well discharged its 
responsibility to implement the project.’ 
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3.14 Observations re Hiring of Consultants and Overseas 
Recruitment Costs, Ministry of Revenue 


The objective of an audit at the Ministry of Revenue was to assess 
the adequacy of internal controls, including compliance with established 
policies and procedures, pertaining to the Ministry’s accounts payable 
system for suppliers’ invoices and expense claims. The Ministry’s accounts 
payable system processes payments of suppliers’ invoices and expense claims 
totalling approximately $50 million per year. 


We concluded that the overall internal controls associated with this system 
were satisfactory. However, our findings indicated considerable scope for 
improvement in the following areas: 


(a) Hiring of Consultants 


¢ Payments were made prior to services being rendered and 
were charged to expenditure appropriations of the wrong 
fiscal year. 


¢ Performance evaluations were not usually issued at the 
completion of each contract. 


¢In a significant number of cases examined, reasons for 
selecting the successful supplier of consulting services were 
not documented. 


(b) Recruitment of Systems Personnel in Britain 


¢Failure to impose sufficient penalties to deter resignation 
prior to the agreed two-year work period may have been a 
contributing factor in the early resignation of six of the eleven 
candidates hired in Britain in 1981. 


¢ Meal costs reimbursed to the recruitment teams during the 
two campaigns in Britain were excessive, ranging up to $74 
per person and including charges for liquor, wine and 
tobacco. 


¢A travel claim included charges for the week-end rental of 
two cars during the 1982 recruitment campaign, although 
there did not appear to be recruitment or business reasons for 
the rentals. 
DETAILED COMMENTARY 
Hiring of Consultants 


a) Overview 


The Ministry hires consulting firms by contract to advise, evaluate 
and provide assistance to its operating branches. In the areas of project and 
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systems development and maintenance the majority of contracts are 
negotiated and awarded through the Management Systems Branch (MSB). 


b) Payments Prior to Services Being Rendered | 


The Ministry of Treasury and Economics Act requires each Ministry 
to check and certify accounts as correct in every respect before 
recommending them to the Treasurer for payment. Treasury Accounting 
Policies state that annual appropriations are for goods or services coming in 
course of payment during the fiscal year and that ministries must ensure that 
goods are received or services rendered prior to payment. | 


During our review of 58 contracts we observed that four payments for | 
professional services, totalling $107,300, were made in advance of the services being | 
rendered. Supporting invoices dated March 24, 1982 were signed for services 
rendered and approved for payment by staff of the Management Systems Branch 
and charged to the Ministry’s 1982 expenditure appropriation although the services © 
were not actually rendered until the 1983 fiscal year. | 


These actions represented failure to comply with established policies | 
governing financial and appropriation controls. | 


c) Contract Performance Evaluations 


The Ministry’s Directive requires written performance evaluation 
reports on the completion of each contract. The reports are to be maintained | 
on the contracting Branch’s file for a period of three years. | 


From our examination of the files of 46 completed and terminated contracts | 
we found that 27 did not contain documentation of performance evaluations. 


We were informed by officers of the Management Systems Branch that. 
performance evaluations of completed contracts are not usually documented unless 
the contracted resource proved to be unsatisfactory. We confirmed that a similar 
practice was followed by other branches. | 


Written performance evaluations should be prepared and retained: 
on file as required by Ministry Directives, not only as qualitative evidence of | 
past performance but also as an aid in selecting resources for future: 
projects. : 


d) Lack of Documentation | 
i 

The Ontario Manual of Administration and the Ministry’s Directive, 
require the contracting branch or division to document in writing the. 
criteria/reasons for selecting each successful supplier and to file this’ 
information with all other tendering documentation for a period of three 
years. 
In our review of contract files and from discussions with Ministry officials 

Pe ik 

we found that 26 of the 58 contracts examined were not supported by documen-| 
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tation pertaining to the selection process. This deficiency was particularly evident in 
cases where contracted personnel were re-engaged under subsequent contracts. 


Recruitment of Systems Personnel in Great Britain 
a) Overview 


The Ministry conducted interviews in Britain in 1981 and 1982 to 
hire systems personnel. External recruitment to fill vacant systems positions 
was required because of a shortage of this expertise in Canada. Recruitment 
teams consisted of senior staff from the Ministry. Some statistics relevant to 
the two trips are shown as follows: 


1981 1982 
Number of members in recruitment team 4 8 
Length of stay in Britain (mandays) 67 185 
Number of interviews conducted 54 68 
Number of positions available 24 24 
Number of systems personnel hired 1] 16 
Travel claims and air fares for team $16,800 $46,500 


The preceding costs do not include team salaries, advertising, or 
costs related to the relocation and orientation of recruits. 


_b) Agreements with Recruits 


The Ministry hired eleven systems personnel in the 1981 recruitment 
campaign in Britain. However, within fifteen months from commencing work 
with the Ministry six of these eleven employees had resigned. A contributing 
factor to this high turnover was the market demand and higher salaries in 

the private sector. 


Another factor was the terms of the agreement signed by each appointee 
which did not impose sufficient penalties to deter resignation prior to the expiry of a 
two-year work term. The Ministry used an outdated section of the Ontario 
Manual of Administration (OMA) as the basis of agreement which restricted 
the amount of relocation costs recoverable in the event of early resignation. 
'The OMA section current at that time provided more freedom in setting the 
‘amounts recoverable and therefore the opportunity to impose higher 
penalties in the agreements. Such penalties may have reduced the number of 
early resignations or at least ensured recovery of a significant part of the 
cost of relocating those who chose to resign early. We noted that the 
Ministry imposed higher penalties in its 1982 recruitment agreement. 


¢) Expenses Claimed by Recruitment Teams 


In a test of the 1981 recruitment expense claims we particularly 
noted the wide variation in dinner costs which ranged from $8 to $68 per 
person. A test of the 1982 recruitment expense claims showed the range for lunches 
‘and dinners to vary from $1 to $68 and from $2 to $74 per person, respectively. The 
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average cost per person for lunch and dinner on the 1982 recruitment trip was $44, | 
according to the Ministry’s calculation as amended, whereas the Ministry’s 
guidelines at that time were $15 for these two meals. The Ministry’s directive on | 
travel expenses states that employees travelling on Ministry business may be 
reimbursed for reasonable meal charges having regard to the locality. 
Notwithstanding the London location we questioned the reasonableness of 


| 


meals in the upper part of these ranges. | 


| 
| 
| 
| 
| 
| 


A further analysis of documents supporting the 1981 and 1982 recruitment’ 
expense claims disclosed that a substantial number of the meal costs reimbursed 
represented the purchase of liquor, wine and tobacco. The above mentioned 
Ministry directive states that charges should not include bar bills. | 


Our test of the 1982 recruitment expense claims also disclosed charges | 
totalling $550 for the rental of a car on two separate weekends. As no interviews 
were scheduled for these weekends we questioned whether the rentals were for 
business or personal purposes. Subsequently, we were informed that the rental 
costs would be recovered from the team members who used the cars. 
Repayments were received by the Ministry and deposited on March 31, 
1983. | 


The Deputy Minister of Revenue responded to our comments on 
September 14, 1983: | 


| 
| 


Hiring of Consultants 
1) Payments Prior to Services Being Rendered 


“Tt is correct that four payments totalling $107,300 to 
two suppliers were charged to the wrong year. Such 
infractions are not, however, descriptive of the 
Ministry’s management of contracts in general, and 
represent only a small proportion of the 58 contracts 
examined. In fact, 565 contracts worth $10 million were 
administered during 1981-82, of which 181 contracts 
worth $3.6 million were in the Management Systems 
Branch. 


“More importantly, corrective action was taken to 
prevent future occurrences. The staff in the Branch who 
authorized the payments were spoken to, and 
instructions were issued to all ministry staff to reinforce 
standing directives concerning payments of this kind. As 
a result, an audit of the 1982-83 year-end conducted by 
our Internal Auditor has confirmed that receipts and 
expenditures ‘have been accurately allocated to the | 
proper year and the overall performance for year-end | 
processing was most satisfactory’.’’ | 
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2) Contract Performance Evaluations 


“During 1981-82 the Management Systems Branch 
administered 150 contracts for fee-for-service staff. 
During this time the Branch’s permanent staff averaged 
only 66, with a ratio of permanent staff to external staff 
of I to 2.3. This high ratio imposed a severe burden on 
the Branch, and as a result the ministry directive was 
followed on an _ ‘exception basis’ in which 
underperformance was documented and appropriate 
action taken. 


“Since then, successful representations to Management 
Board and the Civil Service Commission and improved 
market conditions have allowed the Branch to be 
strengthened materially. As a result, the ratio of 
permanent to contract staff has been reduced to 1 to .31, 
and performance evaluations are being documented for 
all fee-for-service personnel. In turn, this will allow 
greater attention to be given to administering contracts. ’’ 


3) Lack of Documentation 
*“A review of the cases cited shows that: 


¢4 were original contracts and were in fact supported by 
documentation, 


e/ was a_re-engagement contract for which 
documentation was on file for the original contract, 


¢2 were for contracts of less than $15,000 and hence were 
not tendered, and _ therefore did not require 
documentation of reason. 


“In the remaining cases the Ministry fully accepts the 
auditors’ point. However, steps have been taken to 
ensure that the reasons for the selection of successful 
candidates for both new and re-engagement contracts are 
documented in future. As noted above, this is facilitated 
by the general improvement in the internal to external 
staff ratio we have since achieved. ’”’ 


Recruitment of Systems Personnel 
| I) Agreements with Recruits 


“The Ministry accepts that it used an old Section of the 
Manual of Administration which expired in May, 1981. 
But while this ‘may have’ affected the number of 
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resignations, there are several other factors which should 
also be considered. 


“Iyst as the uncompetitiveness of our salaries was the 
cause of going to the U.K. in the first instance, it also 
affected our ability to retain some recruits. It should be 
remembered that the demand for computer people was 
intense throughout 1981. For example, in that period, the 
Ministry ran 14 competitions involving 256 applicants, of 
which 82 were interviewed and only 18 were eventually 
hired. In addition, we continued to suffer high losses 
among those already on staff. In the prevailing ‘sellers 
market’, it is not altogether surprising that some of the 
U.K. recruits reacted to the considerably higher salaries 
being offered in the private sector. 


“In addition, there were other factors. One recruit left to 
return to the U.K. for personal reasons; while three took 
jobs in Mississauga, Cambridge and Hamilton at least 
partly because they had relatives living there or their 
spouses found jobs there. 


‘However, our experience with the 1982 recruits has 
been considerably better. First, as noted in your report, 
the Ministry imposed higher penalties for early 
resignations, which, significantly, are considerably 
stronger than those required by the Manual of 
Administration. Secondly, market conditions for 
computer personnel have improved markedly in our 
favour. As a result, there have been no further 
resignations among the 1981 recruits, and none of the 16 
staff recruited in 1982 have resigned. 


“Finally, all of the recoverable funds totalling $9,025 
relating to the six resignees have been recovered.”’ 


Expenses Claimed by Recruitment Teams 


“Tt is not unusual or unreasonable in itself for staff to 
incur a range of meal costs. As recognized in the audit 
report, the question is whether such charges were 
reasonable in average or per diem terms in relation to the 
circumstances in which staff operated in London. A 
number of observations may be made on the average 
combined cost of $44 for lunches and dinners cited by the 
auditors. 
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‘First, meal costs are notoriously high in central 
London, while the pound was relatively strong at $2.20. 
In the spring of 1982, the federal government’s per diem 
London allowance was in fact £20 plus 25% for 
gratuities and VAT, for an equivalent of $42.80 for 
lunch and dinner only. This is very close to the average 
combined cost of $44 per diem for lunches and dinners 
cited by the auditors as actually charged by our staff. 


“Second, in assessing the reasonableness of per diem 
meal costs it is also reasonable to take account of meals 
which were not charged. Altogether 249 lunches and 
dinners were charged out of a claimable total of 376. If 
this latter total is used the actual per diem cost of the two 
meals is $29.80 rather than $44. 


“Third, the report cites $15 as the per diem allowance for 
lunch and dinner authorized by ministry directive. It 
should be clarified, however, that this was the amount 
which could be claimed without presenting receipts. It 
was not meant to be an invariable maximum. Higher 
amounts are allowed if they are supported by receipts, 
and the ministry ordinarily processes a great number of 
such receipted claims above the $15 level. 


“The ministry collective agreement provides that in the 
event that staff are required to be away from home for 
more than a week they may be returned home at ministry 
expense but on employee time. This clause was a result of 
assignments often of several weeks by staff in both the 
Taxation and Assessment programs. Equivalent 
treatment of the recruiters in the U.K., some of whom 
were required to be away from home for four weeks, was 
considered impractical by management. In recognition 
of this, and of the long hours they had to work during the 
week, it was agreed that limited use of a rented car would 
be permitted on two week-ends. While the Ministry 
maintains that this was not unreasonable under the 
circumstances, it agrees that it is not explicitly authorized 
by existing rules. Consequently, when it was questioned 
by the auditors, the Ministry recovered the full cost from 
the employees involved. ’”’ 
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3.15 Escalating Costs of Telecommunications Project, Ministry of | 
the Solicitor General | 


In view of a substantial increase in costs, we made enquiries to. 
ascertain the status of the O.P.P. Telecommunications Project. We 


| 


obtained the following information: | 


In January 1980 Management Board of Cabinet approved $24.4 million for. 
a new telecommunications system for the Ontario Provincial Police to upgrade the 


existing system installed in 1947. 


In August 1982 a further application and report to Management Board was. 
presented with a revised estimate of $54.5 million. As this estimate represented 
an increase of 123% over the approved amount, a Project Review 
Committee (PRC), chaired by a senior official from the Management Board: 
Secretariat, was established. The mandate of the PRC was to look at the 
circumstances surrounding the revised estimate and to review the adequacy 

of the financial and management controls applied to the project. The PRC 
was supported by an audit team and a Technical Advisors Team, which estimated 
the total project costs at $66 — $71 million. | 


The PRC reported to Management Board in December 1982. The 
report concluded that effective controls had not been exercised and made a 
number of recommendations designed to improve management control over 
the project. In response to this report, and Management Board 
recommendations, a Project Team under a General Manager was 
established in January 1983. The team reported to Management Board 1m 
April 1983 and was expected to report back in October 1983 on appropriate 
implementation alternatives and relevant costs. | 

The Deputy Solicitor General responded as follows to our comment: 
on September 21, 1983: 


“Subsequent to the establishment of the Project Team in 
January, 1983, and appointment of new senior personnel, a | 
number of activities have taken place. Regular progress 
reports on the Project have been presented to the Deputy 
Solicitor General. The Project Team has completed a review 
of user acceptability of the VHF System. A Project 
management system has been developed and implemented. A | 
review of all Project financial and administrative procedures 
has been conducted and appropriate modifications have been | 
made. An audit of these procedures by the Ministry’s 
Internal Audit Branch is planned for this fall. | 


“In addition to the report to Management Board in April 
which resulted with Management Board approval to proceed 
with the London field test and to commit an additional $4.1 
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million for this purpose, a report was submitted in July, 
1983. This report was to request specific approvals related to 
the contracting of technical consulting services in support of 
the London field test. The contracts were approved. A 
further report will be presented to Management Board in 
September, 1983. The purpose of this report is to provide a 
status report of the Telecommunications Project on cash 
Slow requirements of the Project for 1983-84 as requested in 
the April 12, 1983 Management Board Minute, and to report 
on the Implementation Alternatives Report as requested in 
the December 15, 1982 Cabinet Minute. ’’ 


3.16 Excessive Short Term Absences, Ministry of the Solicitor 
General 


As part of a recent audit, we reviewed generally the Province’s 
Attendance Improvement Program as it related to the Ministry of the 
solicitor General. We concluded that there was a lack of control over absences for 
hort term sickness regarding management employees of the Ministry. Such 
ibsences for management employees were significantly higher than those in other 
ninistries. 


The Ontario Manual of Administration outlines the objectives and 
neans of implementing an Attendance Improvement Program in each 
ninistry. The purpose of this program is to reduce lost time by ensuring 
‘that sick leave usage is restricted to instances where an employee is 
revented from carrying out his/her duties because of personal illness or 
njury’’. Specific responsibilities are outlined for ministry implementation. 


At the time of our audit, no one had been specifically charged with 
esponsibility for implementing the program. We noted that absences under the 
hort term sickness plan for management employees of the Ministry were 
ignificantly higher than absences in other ministries. For the twelve month 
eriod ended September 30, 1982 the average absence in the Ministry of the Solicitor 
seneral was 14.24 days while the government wide average was 6.94 days. The 
Ministry with the second poorest attendance for management employees 
veraged 8.71 days. We noted that one of the contributing factors for the poor 
verage was prolonged periods of sick leave taken by 13 O.P.P. Commissioned 
Mficers just prior to retirement. In 6 of these cases we noted that the absences 
ere in excess of 120 days each immediately prior to retirement. 


| We recommended that the Ministry take steps to assign 
“sponsibility for the Attendance Improvement Program to comply with 
Mtario Manual of Administration guidelines. 


v2 


The Deputy Solicitor General, on September 21, 1983, commentec 


as follows: 
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<at has already been agreed that the Ministry will be 
tightening controls to ensure that sick leave is used only 
where an employee is unable to carry out his or her duties 
due to illness or personal injury. The subject of staff 
attendance is also currently under review and a strategy for 
improving the Ministry’s record ts being developed. This will 
include assigning responsibility for the Attendance 
Improvement Program as part of this review.’ 


3.17 Poor Management and Control Practices, Ontario Police 
College, Ministry of the Solicitor General 


The objectives of an audit of the operations of the Ontario Polic 
College included assessments of: | 


[ 
{ 
| 
} 
| 
! 
| 
| 
| 


Se 


{ 
i 


| 


(a) whether major College operations were conducted with du 


(b) the adequacy of internal controls, including compliance wit 
established policies and procedures for purchasing goods an 


regard to economy and efficiency, and 


Services. 


With regard to the preceding objectives, we concluded: 


(a) There was a lack of due regard for economy and efficiency in 


(b 


— 


major areas of the College. 


e The vehicle fleet was acquired with insufficient regard for 
economy, with subsequent low average utilization. 


¢Permanent staffing for the Food Services Operations was 
based on peak, rather than normal, periods. 


¢ The option of engaging a caterer to provide meals was not 
considered. 


¢ Utilization of word processing equipment was only 50 
per cent. 


Internal controls were generally inadequate and established 
policies and procedures were not always complied with. 
Examples were: 


¢Free services may have been provided to members of 
municipal police forces unnecessarily. 


¢ The full cost of services was not recovered from other clients. 


i 
j 
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¢ There was non-compliance with government policies related 
to the entitlement of executive cars. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


Under the direction of the Ontario Police Commission, the Ontario 
Police College, located in Aylmer, has been assigned responsibility to 
provide training for Ontario police forces. 


The Ontario Police College is a residential type of facility with 
sleeping accommodations for 584 people. Its principal function is to provide 
a complete training program, from probationary constable through to 
supervisory and management levels, for Ontario police forces. 


Expenditure of this Activity for the 1983 fiscal year totalled $5.0 
million. 


Economy and Efficiency 
a) Vehicle Fleet 


The motor vehicle fleet of the College consisted of 7 cars, a station 
wagon, a van and 2 pick-up trucks for general use, and 15 cars for training 
purposes. We reviewed utilization of six cars and a van. 


Out of a total of 1,373 vehicle days available from January to October 1982 
(excluding weekends), these vehicles were only used on 451 days, or 33 per cent of 
the total. We also noted one of the pick-up trucks used by maintenance staff 
travelled only 8 to 9 kilometers per day. We also noted that this truck was converted 
(0 use propane in March 1982 at a cost of $1,400. 


In our opinion, this situation indicated a lack of due regard for economy in 
acquiring the vehicle fleet and the subsequent low average utilization of vehicles 
represented an inefficient use of the fleet. 


The Ontario Manual of Administration includes a policy on the 
Purchase and Disposal of Motor Vehicles. This policy requires an agency to 
be able to demonstrate that it has considered the available transportation 
Options and has selected the most economical and practical alternative. We 
were advised that no study was made to justify the College’s vehicle requirements. 


We therefore recommended that the College review available 
alternatives to adjust its vehicle fleet so that a satisfactory level of efficiency 
can be achieved. 


On June 24, 1983 the Deputy Solicitor General wrote: 


“Extent of use of vehicles — the vehicles used by the 
instructors travelled a total of 108,000 km in calendar 1982. 
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“Teasing vehicles for this purpose is uneconomical because | 
of our location and because of the type of use. Leasing | 
would require transportation from the College to the point 
of pick up and again from the point of drop off to the | 
College; the use often involves a day or two when the vehicle | 
is sitting in a garage somewhere out of town. | 


“The fleet has been reduced by three vehicles, subsequent to 
the Auditor’s Report, and the half-ton Dodge truck used by a 
Maintenance Mechanic will now be used in the evening by 
the security patrol force, thus freeing up the automobile 
previously used by them, for twenty-four hour use by | 
instructors. The use of the fleet will be closely monitored and 
further changes made if opportunities occur. 8 


b) Food Services Staffing 


The kitchen staff consisted of the supervisor, 5 cooks, 2 porters and 
11 helpers and dining room maids. Of the latter, 7 staff members were 
employed under contract until 1981, at which time they were placed on 
permanent staff. Estimated costs of Food Services Operations for the 1983: 
fiscal year total $700,000. | 


We felt that the number of meals served was a reliable indicator of 
work load. The number of meals served during the period October 1, 1981. 
to September 30, 1982 (except the month of August during which the 
College is closed for classes) varied from 16,000 to 25,000 per month, the 
average being 20,600 meals. We noted that no overtime or extra help was 
required during the 5 busiest months. In our opinion, this situation reflected lack of 
due regard for economy when establishing the staff complement and certainly 
indicated that the efficiency of Food Services Operations was lower than it could be. 
particularly during slack periods. For maximum efficiency we believe the staff 
complement should be based on a normal or average meal service work 
load. Temporary help could be hired for peak periods. . 


We therefore recommended that the College determine the optimur 


staffing level for Food Services Operations. Consideration would also have 
to be given to practicable means of reassigning any surplus staff. 


Additionally, we were advised that no consideration was given to evaluatin; 
the practicability and cost benefits of using a caterer to provide meals for thi 
College. | 


Deputy Solicitor General’s reply: : 


“The persons moved from contract positions to permanent 
positions were moved as a result of a government initiative | 
and not as a result of any particular policy of this Ministry or : 
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the College. The use of the kitchen staff during periods of 
relatively low enrollment is being carefully watched but at 
the present time it appears as though they are fully employed 
in such tasks as cleaning and maintaining the area and the 
equipment. One must note that the cleaning contract for the 
College does not include this part of the building — that 
cleaning and maintenance is carried out by our own food 

services staff. 


“The practicability of using a caterer to provide meals will 
be explored following the appointment of Administrator of 
Support Services. ”’ 


c) Word Processing Equipment 


The College’s word processing equipment consisted of 2 word 
processors, 2 printers, 4 work-stations and associated equipment, which 
were assigned to various departments. The word processors and certain 
related equipment were ordered in February 1981 and the remaining 
<quipment in February 1982, at a total cost of $55,000. 


From our discussions and review of related information we concluded that 
the equipment was utilized approximately 50 per cent of the time. In addition, the 
icquisition of the word processing equipment did not result in any compensating 
staff reductions. We also felt that, unless operators are assigned full time, 
hey do not work at optimum efficiency. In our opinion, this situation 
ndicated lack of due regard for economy in acquiring the equipment which 
las subsequently resulted in inefficient use of the equipment. 


| We therefore recommended that the College study the practicability 
Mf centralizing word processing applications, and dispose of the data 
rOcessing equipment that becomes surplus. 


Deputy Solicitor General’s reply: 


“This has been reviewed and it appears as though the 
utilization can be substantially increased by making more use 
of the potential of the machinery. Apparently there was not 
an adequate feasibility study done before the machinery was 
acquired and accordingly it has taken some time to take 
advantage of the potential. We have recently introduced a 
system whereby the users of the equipment will be in much 
closer contact one with the other and will, as a team, expand 
the use of the word processors. This system may be modified 
further when we have an Administrator of Support 
Services. ”’ 
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Internal Controls and Compliance 
a) Fiscal Arrangements for Students 


The College course calendar outlines the fiscal arrangements fo 
candidates from Ontario Provincial and Municipal police forces attendin: 
scheduled courses. Candidates are provided free tuition, board and lodging 
notebooks and stationery. Travel expenses to and from the College at th 
commencement and conclusion of each course are also reimbursed. In a 
other cases, certain charges are made, and students assume their own trave 
expenses. We were unable to determine the basis on which this practice wa 


established. 


The Ontario Manual of Administration outlines government polic 
on charges for services to the public. We consider ‘‘the public’’ to includ 
municipal police forces. | 


The Manual provides that all services should be regarded as eligible fc 
charges which, in general, should recover at least the total cost, including overheat 
Exceptions to the policy of levying charges, or charges that recover less tha 
full cost, may be made if the user group cannot afford to pay, or if full co 
recovery would undermine the achievement of program objective 
However, the policy requires services to the public to be reviewe 
periodically to identify those for which charges may be made and suggests 
frequency of 3 to 5 years for such reviews. | 


We were not aware of any formal review of the present practice | 
providing free tuition, accommodation, meals, etc., to members of Ontar 
municipal police forces. Failure to comply with Government policy regardit 
charges for services to the public may have resulted in unnecessary provisi¢ 
of free tuition, accommodation, meals, notebooks and stationery | 
members of municipal police forces. 


We therefore recommended that this practice, and any changes ! 
circumstances since it was initiated, be reviewed to ensure compliance wi! 
Government policy. 


Deputy Solicitor General’s reply: 


“‘There is presently a proposal before the ministry with 
respect to charging recruits for their initial training. The 
College is an integral part of the Ontario police community 
and therefore the students cannot be considered as members 
of the public. The only option is to charge police forces for | 
the training and that would defeat the purpose of the College | 
which is to encourage more training. 


“Such things as travelling expenses date from a time when 
the College was trying to induce police officers to attend 
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courses. It is time to reassess the policy and consider 
providing travelling assistance (as opposed to full 
compensation) for police officers who travel a significant 
distance. This issue is related to the potential Police Act 
regulation respecting education, training and qualifications 

for various ranks.’’ 


| b) Charges for Tuition and Accommodation 


In the 1982 fiscal year, course attendees who were not members of 
Ontario police forces, and out-of-Province attendees, were charged $200 
and $250 per week respectively for tuition, board and lodging, books and 
stationery. Revenue from these sources for the year ended March 31, 1982 
totalled $108,000. 


Overall operating costs of the College were $292 per student week in the 
1982 fiscal year, and the estimate for the 1983 fiscal year was $276 per student week. 


The present level of fees charged, thereforé, may not be in 
-accordance with Government policy on charges for services to the public, as 
described under the preceding section — Fiscal Arrangements for Students. 


| We therefore recommended that the College establish a fee policy 
which reflects the Government’s policy on charges for services to the public. 


Deputy Solicitor General’s reply: 


“Fees charged for persons other than police officers have 
been increased 5% (the current limit) and will be increased 
again in due course. Fees for foreign students will be set at 
true cost plus 15 or 20%.’ 


c) Executive Car 


The Ontario Manual of Administration states that executive cars 
shall be allocated in accordance with the policy on the Entitlement and Use 
of Executive Cars issued by the Civil Service Commission. Under this policy 
‘he entitlement of an Executive Car is conferred, with very few exceptions, to 
Deputy Ministers. 


We observed that the Director of the College had been supplied with 
in automobile on a full-time basis since July 1982. We were unable to 
letermine the authority for assigning a motor vehicle to the Director. Additionally, 
ve were advised that previous Directors and Deputy Directors were also provided 
vith automobiles on a full time basis. 


We therefore recommended that the College comply with the 
JOvernment’s policy regarding executive automobiles. 
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The Deputy Solicitor General’s reply: | 


“This vehicle is now utilized by the Director for business use 
only and is no longer used for commuting except when part 
of a business trip or necessary for attendance at the College | 
and weekends, statutory holidays, etc.’’ | 


Detailed Audit of Operations, Ministry of Tourism and 
Recreation 


A recent broad scope audit of the Ministry focused on its major 


operating components, those being the Tourism Marketing Development 
Activity and the Recreation, Sports and Fitness Program. Our audit 
included the following objectives: 


Tourism Marketing Development Activity 


(a) To assess the adequacy of internal controls over advertising 
related expenditures, including compliance with legislative, 
administrative and agency contractual requirements. | 


(b) To assess whether management controls were in place to measure 
and monitor operational outputs (placement of ads, etc.) 
program outputs (number of tourists, tourist dollars spent) anc 
program results (jobs created and provincial taxes collected. 
against the cost of resources utilized. 


Recreation, Sports and Fitness Program 


(a) To assess the adequacy of internal controls over capital 
municipal, Wintario non-capital and sports grant expenditures’ 
including compliance with legislative and administrativ! 
requirements. 


(b) To assess whether management controls were in place to ensur. 
that due regard for economy was achieved for capital, Wintarl 
non-capital and sports grants issued. : 


(c) To assess the adequacy of management controls in place t 
determine how well the available resources (people and funds 
were used in the processing of capital, Wintario non-capital an 
sports grant applications. | 


(d) To assess whether management controls were in place to ensur 
that operational outputs (grants processed, etc.) are measure. 
and that the grant recipients measure the program outpul) 
(athletes assisted, facilities constructed) and program resuli 
(utilization of facilities) and communicate this information t 
the Ministry. | 


i 


COMMENTS ON MINISTRY OPERATIONS 99 
a 


The audit criteria which were used to assess the controls and 
practices related to the preceding objectives are summarized at. the 
conclusion of this section. 


SUMMARY OF CONCLUSIONS AND FINDINGS 
Overall Ministry Assessment 


Our audit of the Ministry included a review of the following 
Activities: 


$ million 
Tourism Marketing Development .............. 2051 
Program Administration (Recreation grants)...... Os st 
POMS II MCR Gree on foc shake lea ee ee 11.9 
Reereaonriclo OperatiOnssys..4 is oe fees ate oe 4.2 
ay 


Excluding agencies associated with the Ministry which are audited 


annually by this Office (St. Clair Parkway Commission, Ontario Place 
Corporation and the St. Lawrence Parks Commission), the preceding 


expenditures represent over 75% of total Ministry expenditures for the 1983 


fiscal year. 


As a relatively new Ministry (February 1982) its efforts thus far have 


been primarily directed at establishing a role and mandate as well as systems 
_and structures to allow accomplishing this mandate. In this respect, we felt 


that the Ministry had made good progress. Internal controls, including compliance 
with legislative and administrative requirements, were generally found to be 
adequate, except for community recreation centre grants where a lack of controls 


_had resulted in these grants being significantly overcommitted. Also, it was our 


Opinion that considerable improvements were required over measures in place to 
- monitor and evaluate results. 


Tourism Marketing Development Activity 


(a) Internal Controls — We concluded that internal controls 
over advertising expenditures were adequate and were satisfied 
that there was compliance with legislative, administrative and 
agency contractual requirements. 


(b) Operational Outputs and Program Effectiveness — We 
found that management controls in place were inadequate in 
measuring operational outputs, program outputs and program 
results against the cost of resources utilized. 


¢ The MBR document was found to be deficient in a number of 
areas. 


¢ Current effectiveness indicators reflecting the number of trips 
and expenditures were of marginal value. 
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Recreation, Sports and Fitness Program 


(a) Internal Controls — Internal controls over community 


(b) 


(c) 


(d) 


recreation centre grants were inadequate. Controls over 
municipal recreation and Wintario non-capital grants were 
satisfactory, although improvements were needed in certain 
areas related to grants to sports governing bodies. We were 
satisfied that there was compliance with legislative and 
administrative requirements. 


¢ As at December 31, 1982 the Community Recreation Centres 
Program (CRCA) was significantly over-committed in its 
approved grants. 


¢ Procedures to ensure the accountability of grants to sports 
governing bodies could be improved. 


Economy — No significant weaknesses were noted, and we 
concluded that management controls were in place to ensure 
due regard for economy regarding capital, Wintario non- 
capital and sports grants issued. 


Resource Utilization — Several improvements were required 
to improve the processing of grants and to better enable 
management to monitor how the available resources were being 
used. 


¢ The payment and approval system for CRCA grants was slow 
and inefficient. 


¢ A number of applications for CRCA grants were incomplete. 


Operational Outputs and Program Effectiveness — 
Inadequacies were noted in the management controls in place 
to measure and monitor operational outputs, program outputs 
and program results. 


¢ Little follow-up was carried out by the Ministry after a CRCA 
grant is approved and paid ona facility. 


¢ Projects not viable under the Wintario program may qualify 
fora CRCA grant on the same facility. 


¢ Annual performance reports from sports governing bodies 
did not contain comprehensive information such as benefits 
derived from all sports grants funded by the Ministry. 


* Grant eligibility guidelines for invitational competitions were 
not specific enough to ensure that only events with 
measurable benefits were identified for Wintario funding. 
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TOURISM MARKETING DEVELOPMENT ACTIVITY 
Overview 


The overall objective of the Tourism Marketing Development 
Activity is to maintain an upward trend of tourism in the Province in terms 
of an increase in both expenditures and person trips. 


Within this framework, tourism management carries out a number 
of activities some of which include: advertising campaigns directed at 
various markets, counselling and information services, tours, promoting 
convention and meeting facilities. 


Total expenditures for the 1983 fiscal year were $20.7 million. 


Operational Outputs and Program Effectiveness 
a) Management by Results (MBR) 


| Our review of the MBR for the Tourism Marketing Development 
Activity revealed the following deficiencies: 


— person trips and expenditures had not been based on actual data since 
1976. Furthermore, the number of person trips and expenditures from 
‘‘other countries’’ included trips from residents of countries where the 
Ministry did not advertise nor have a presence. 


— the objectives of the Activity were not clearly stated on the document. 


We were advised that tourism management planned to make a 
number of improvements to the MBR in the future. For example, we were 
aware that a study was underway to obtain more accurate data for Ontario 
trips and expenditures that would be reflected on the MBR. 


b) Effectiveness Measures 


The Ministry’s overall marketing objective is to maintain the upward 

trend of tourism in the Province in terms of an increase in both expenditures 
and person trips. Measuring behaviour in terms of visitations to the Province as a 
direct result of advertising is difficult in view of the many factors influencing travel 

behaviour. For example, economic conditions, currency exchange rates, etc. These 
factors will affect travel behaviour regardless of the advertising that is going on at 
the time. 


The Ministry obtains feedback on the effectiveness of their 
advertising efforts primarily by means of tracking studies which attempt to 
‘Measure ‘‘awareness’’ levels and attitude toward Ontario as well as intention 
to travel to Ontario. This type of measurement is of a general nature and is done 
On major advertising campaigns (Ontario-Yours to Discover) rather than on specific 
advertisements. 
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For example, a majority of the radio, newspaper and magazine ads 
include a phone number to contact for further information. At present the 
Ministry keeps track of the total number of telephone enquiries on a daily 
basis; however, they do not log statistics on enquiries by advertisement, 
nature of enquiry or demographic background of the caller. We understood 
that the Ministry was planning the introduction of a tourist information 
system (T.M.I.S.) which should improve measuring the effectiveness of 
various advertisements. 


We suggested that the Ministry additionally attempt to gain more 
insight into how many people are visiting Ontario and their related 
expenditures as a result of the Ministry’s advertising efforts. One suggestion 
might include more questions in the tracking studies that would indicate 
whether Ministry advertising has influenced a person’s decision to travel to 
Ontario. 


RECREATION, SPORTS AND FITNESS PROGRAM 


Overview 


Community Recreation Centres Program (CRCA) — Under the 
Community Recreation Centres Act, the Ministry provides assistance to 
municipalities, Indian bands and localities without municipal organization 
for the establishment of community recreation centres. (In order to be 
eligible for a capital grant, a community recreation centre must be used for 
at least one of nine purposes, such as a tennis court, swimming pool, 
gymnasium, etc.) 


Responsibility for this program was transferred to the Ministry | 


during the re-alignment in early 1982. While certain processing functions 
still remained with the Ministry of Citizenship and Culture during our audit, 
the Ministry of Tourism and Recreation is ultimately responsible for this 
program. Expenditures for the 1983 fiscal year were $9.6 million. 


Wintario Program Grants (Non-Capital) — Grants are provided 
under three categories, namely: sports, fitness and recreation. Financial aid 
is provided to assist teams and individuals with travel expenses to participate 


in invitational competitions and to provide assistance for the acquisition of | 


equipment required by community sports groups. Expenditures for the 1983 
fiscal year were $8.5 million. 


Grants for Municipal Programs of Recreation — Grants are 
provided to recreation committees established by municipal councils. 
Categories of assistance include costs incurred for salaries plus approved 


maintenance and operating costs. Expenditures for the 1983 fiscal year were 
$2.6 million. 


. Grants to Sports Governing Bodies — Financial assistance 1s 
provided to approximately 75 Sports Governing Bodies annually to create 
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opportunities for Ontarians to participate in amateur sports activities both 
for enjoyment and to develop competition skills. Expenditures for the 1983 
_ fiscal year were $4.8 million. 


| Grants to Ontario Sports Administrative Centre — The Ontario 
Sports Administrative Centre was established in 1971 to promote and 
develop sports in Ontario through the provision of facilities and support 
_ services in Ontario. Funding for the 1983 fiscal year was $2.5 million. 


Recreation Field Operations — The Recreation Field Operations 
Branch is responsible for evaluating grant applications and providing 
advisory services to municipalities, sports and recreational organizations. 
Expenditures for the Branch for the 1983 fiscal year were $4.2 million. 


Internal Controls 
a) Over-Commitment of Funds 


Grant commitments made to municipalities for projects have exceeded the 
available dollars assigned to the CRCA Program. As at December 31, 1982, there 
were approximately 1,200 approved project commitments outstanding 
amounting to $16.8 million committed over a period from 1978 to June 1982 

versus the 1983 fiscal year authorized estimates of $10.8 million. 


Applications were being held at the Ministry field offices and those 
‘received since June 1982 had not yet been approved. If these applications 
qualify they could amount to another $8 million payable as at March 31, 
1983. 


We felt there was a strong need to develop a system to monitor 
‘commitment levels against available resources so that the Program 
could be managed with the financial resources allocated to it. 


b) Accountability of Grants to Sports Governing Bodies 


| Grant guidelines require that sports governing bodies submit each 
year-end a copy of the financial statements independently verified by either 
a professional accountant or a team of members not serving as officers of 
the association. This requirement becomes an important means of ensuring 
that funds were properly accounted for and spent for the intended purposes. 


Our review of thirty sports governing bodies revealed: 


— seven cases where financial statements were not submitted by the sports 
governing body as required by the guidelines; 


— three instances where statements were submitted but were not verified by 
either a professional accountant nor a team of independent members. 


| In addition we noted that in many cases the Ministry did not reconcile 
figures reported on the governing bodies’ financial statements to the Ministry’s own 
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records. Consequently, potential problems such as the underreporting of funds 
received or the spending of grants for other than intended purposes by the recipient 
would not be detected. 


We recommended that the Ministry improve procedures over the | 
control and accountability of grants to sports governing bodies. 


ES 


Resource Utilization | 





a) Inefficient Approval and Payment System | 


Our review of CRCA files revealed that from the time an application for ao 
grant is submitted to a field office until the time a grant commitment letter is issued _ 
by the Ministry, a period of seven to eleven months may have elapsed. Subsequendaal | 
up to one year can pass before the actual payment is made by the Finance Branch. 
This payment and approval process is aggravated by the fact that the grant | | 
recommendation summary document in its present form has to be signed by up to’ 
eight officials of the Ministry before a grant is processed. ) 


Consultants interviewed in the field generally supported the view 
that the current payment and approval system for CRCA grants is slow and 
inefficient. | 


We recommended that the Ministry review the current payment and: | 
approval procedures with a view to improving the efficiency of the current’ 
grant processing system. 


b) Incomplete Documentation on Applications 


Applications for grants under the CRCA Program in a number of instances: 
were found to be incomplete. We noted instances where incomplete applications had 
been approved when in fact the applicant may not have been eligible. Information, 
which may affect the eligibility of the project in these cases was left out. Fao 
example: 


—whether the centre had previously received a grant under the’ 
program; 


— purposes for which the centre was to be used, 


— other non CRCA funding received. | 


Operational Outputs and Program Effectiveness 
a) Follow-up on CRCA Grants | 


According to consultants in the field very little or no follow-up was carried 
out by them after a grant is approved and paid by the Ministry for a facility. Some. 
consultants felt that it was a Head Office responsibility, others were 
concerned about the matter but had little time to carry out a monitoring 
function. 
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In one instance a $75,000 CRCA grant was paid in April 1982 toa 
recreation centre outside of Toronto for the purposes of developing a 
playing field area. In addition $75,000 was also paid toward the 
construction of a community hall for the recreation centre. CRCA 
guidelines define a playing field as ‘‘an outdoor area with Space and of a 
design considered appropriate for more than one type of sport or recreation 
activity’’. Our review of the facilities at the recreation centre and its community 
hall did not reveal a designated property available for recreation that would qualify 
as a playing field as defined under the CRCA guidelines. 


We felt that follow-up procedures were necessary to ensure that 
grant funds were spent as planned and utilized as required. 


_b) Inconsistent Treatment — CRCA and Wintario Capital Programs 


| A municipality can apply for grants under both the CRCA and the Wintario 
Capital Programs for building the same recreational facility. During our review we 

noted nine instances during 1981-82 in which CRCA grant commitments were made 
_ to projects previously rejected by Wintario. 


In our opinion, situations can arise in which projects that are not 

viable under Wintario could still qualify for CRCA grants as interpreted 

under the present Community Recreation Centre Act. We felt such 

_ inconsistencies were not compatible with the objective of obtaining the maximum 
_ benefits from total program expenditures made. 


c) Sports Governing Bodies — Performance Reporting 


The Ministry requires submission of performance reports by Sports 
' Governing Bodies annually. We noted the following from our review of the 
- reporting system: 


— responses to questions raised by the Ministry in these reports were 
often given in the form of single ‘‘yes’’ and ‘‘no’’ answers. As a 
result, the information in these performance reports did not adequately 
measure the outputs or benefits derived from the payments made under 
the various grant categories; 


— significant variations in project costs budgeted under the grant request 
and actual expenditure reported by the Sports Governing Bodies at the 
year end were often not followed-up by the Ministry. Since budgets are 
important in deciding on the grant amount to be approved, we felt 
that explanations should be required for any major variances as 
this information can be used in determining future funding for 
similar projects. 


'd) Grant Eligibility Guidelines — Invitation Competitions 


The invitational competitions category under the Wintario grants 
‘Subsidizes teams and individuals for 50% of the eligible transportation costs 
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of up to $100 per person to participate in invitational competitions 


anywhere in Ontario at present and anywhere in the United States or | 


Canada prio 


r to January 1, 1983. Payments of $480,000 and $245,000 were © 


made for the fiscal year ended March 31, 1982 and the nine months ended | 


December 31, 1982 respectively. 
Guidelines for these grants tended to be rather general as to who may be 
eligible for these grants. 


Maximum grants were paid in most cases without requiring applicants to 


submit information on the organizers, number of participants and expected | 


attendance at the proposed competitions. Some instances of payments made 
under this program included: 


—Christmas invitational water polo event in Fort Lauderdale, 
Florida; 


— Canadian Old Timers hockey tournament in Edmonton. 


We recommended that a review be carried out by the Ministry on the | 


grant eligibility guidelines to ensure that only events with clearly identifiable 
benefits are funded. 


On August 29, 1983 the Deputy Minister replied to our comments | 


and recommendations as follows: 
Overall Ministry Assessment 


“Since its inception in February 1982, this Ministry has been 
active in reviewing and making substantive improvements in 
the areas of: systems of financial and administrative 
controls; organizational design; management information 
systems; management processes; and program review. AS a 
result, .. . many of the observations made in your report 
have already been, or are in the process of being addressed. ”’ 


Tourism Marketing Development Activity 
Management by Results and Effectiveness 


“The Ministry’s overall marketing objective is to maintain 
the upward trend of tourism in Ontario in terms of trips and 
dollars expended. We are constantly seeking improved cost 
effective methods whereby the effectiveness of activities can 
be better evaluated. For example, the Ministry is planning 
the introduction of a computerized Tourism Management 
Information System. The System, as specified, calls for the 
collection of data and reporting of information to monitor 
responses and results of individual advertisements, markets, 
areas of interest, demographic background of the caller etc. 
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Such information will be of great value in the planning and 

evaluation of our marketing efforts. 


“Travel data is currently being updated and will be available 
shortly. Thereafter, data will be maintained on a regular 
basis by way of bi-annual questionnaire updates. As well, it 
is important that travel trends in markets in which we do not 
advertise, be monitored to allow us to detect and react to 
potential market opportunities. 


“While every effort is being made to improve our evaluation 
data on a cost effective basis, it is extremely difficult to 
monitor the direct effects of advertising. Experience with 
product research has indicated that people are generally 
reluctant to attribute their behaviour to the influence of 
advertising. In fact, in pilot studies designed to test the use of 
possible questions, people were asked how many previously 
unplanned trips they would take as a direct result of 
advertising. One hundred percent of the pretest respondents 
said none. Other sources clearly indicate that the response 
was a function of the question itself not a reflection of the 
success of the campaign. However, carefully designed 
questions linking advertising with travel intentions have been 
included in all tracking waves in an attempt to measure the 
results of the campaign. ”’ 


tecreation, Sports and Fitness Program 
) Community Recreation Centres Program (CRCA) 


“Prior to the creation of the Ministry of Tourism and 
Recreation in April, 1982, this program was administered 
centrally by the Grants Administration Branch of the 
Ministry of Culture and Recreation. When the program was 
transferred to this Ministry, administrative steps were 
immediately put in place to address its weaknesses, for 
example: 


i) Changes have been made in the program to permit 
discretion in the acceptance of applications. 
Previously all applications received were considered 
eligible if they met the conditions of the Act. 


i) The role of C.R.C.A. vis-a-vis Wintario Capital has 
been redefined and rationalized. C.R.C.A. now 
relates solely to the retrofitting of existing facilities 
whereas Wintario Capital relates to new and 
innovative construction. 
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iii) Program guidelines have been reviewed, clarified, 
rewritten and distributed including the redefinition, 
the role of the program and a clarification of the 
definitions of capital and maintenance. 


iv) The role of the field offices in the follow up of 
projects has been clarified. 


vy) Studies have been completed to determine the 
financial position of the C.R.C.A. and Wintario 
Programs, Financial models have been developed to 
assist in the financial administration and planning 
for these programs. All aged and outstanding files 
have been updated or closed. Plans and including 
commitment/payment scenarios have _ been 
developed to manage the program with consideration 
being given to the outstanding debt. 


vi) New administrative and control procedures have 
been developed and implemented for C.R.C.A. and 
Wintario Programs. As well, a small Grants Control 
Unit has been established to monitor and control 
grant payments and commitment levels, oversee 
grants processing procedures; and to ensure that the 
integrity of the financial and management 
information in the new Grants Management 
Information System is maintained. 


vii) The Ministry is in the process of installing an 
interactive computerized Grants Management 
Information System. The system will, for all 
Ministry grant programs, monitor and control all 
commitment and payments and provide immediate 
access to: 


¢payment and commitment data and history; 
°client history and analysis; 

° facility history and analysis; 

¢ geographic history and analysis; 

relate to other fiancial assistance programs, and 


eprovide management information for payment, 
commitment and cash flow and budget analysis.’ 
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2) Accountability of Grants to Sports Governing Bodies 


“Revised procedures are now in place to improve the control 
and accountability of grants to sports governing bodies. As 
well, Ministry consultants and the sports governing bodies 
have been notified and instructed as to the revised procedural 
requirements. 


“All financial statements as submitted by the grants 
governing bodies will include a comparison to pro forma 
statements included in the applications with material 
variances fully explained and reconciled. Also consultants 
will be required to verify all information and authorizations 
on applications forms.’’ 


3) Inconsistent Treatment — CRCA and Wintario Capital Programs 


“The Ministry’s two major capital assistance programs, 
C.R.C.A. and Wintario Capital, have been extensively 
reviewed. The Ministry has redefined these programs and, as 
a result, the programs now complement, rather than parallel 
and lever one another. As now defined Wintario relates to 
new and innovative construction whereas C.R.C.A. relates 
solely to the retrofitting of existing facilities.’ 


4) Sports Governing Bodies — Performance Reporting 


“The Ministry has improved its system of performance 
reporting by Sports Governing Bodies. New grant 
application forms have been introduced. The new system will 
require a more comprehensive reporting of results. As well, 
consultants have been instructed to give more attention to 
the reporting of results and the explanation of variances. ”’ 


5) Grant Eligibility Guidelines — Invitational Competitions 


“On January 1, 1983 criteria for grants invitational travel 
was restricted to events taking place within Ontario. Further 
changes were introduced on April 1/83 whereby invitational 
travel was made part of the Regional allocations and 
priorities. Now recipients must have clearly identifiable 
benefits and planned achievements must be closely 
associated with the objectives of the program. ”’ 


SUMMARY OF AUDIT CRITERIA 
Tourism Marketing Development Activit 'y 
Objective A — Internal Controls 


1. Authorities and responsibilities within the Tourism Marketing 
Development Branch should be appropriately segregated. 
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_ All requirements set out in the agency contract with the Ministy 


_ All charges billed to the Ministry should be in accordance with the 


agency contract and controls should be in place to ensure 
advertisements were actually run. 


1 
| 


Control should exist over invoices submitted to the Ministry 0: 


Industry and Trade’s accounting department for processing anc 


ultimate accuracy of amounts disbursed. 
| 
- 


should be met by the agency. 


. Legislation and administrative policies applicable to the operation 


of the branch should be complied with. 


| 


Objective B — Operational Outputs and Program Effectiveness : 


ie 


Nn 


oN 


~ 


oo 


{ 
A strategic plan should have been developed for the activit 
establishing the resources committed, the performance expecte: 
and the assignment of responsibility/accountability. This pla 
should be consistent with overall Ministry mandate and direction, 


. The goals of the tourism marketing activity should be establishe: 


in measurable terms and segregated between the three categorie) 
of results — operational outputs, program outputs and prograr 
results. 


b| 


.The plans and resources allocated to the activity should b 


converted into specific short-term, result-oriented plans an 
budgets. | 


. Performance indicators should be in place for the tourist 


marketing activity to: 
— measure what results are achieved with resources applied; | 
— measure whether tourism objectives are being met; | 


| 


— compare actual results to planned. 


. Advertisements should be subject to pre-testing and post- -testin 


with appropriate action taken if the pre-testing indicates any caus 
for concern. : 


. Procedures should be in place to measure the usefulness of th 
Ministry’s customer enquiry service providing toll free numbe) 
and foreign travel trade offices. | 


. Feedback should be obtained on the usefulness of the variot 
publications. | 
. Once travel centres are constructed, the Ministry should evalua’ 
their usefulness from time to time. ! 


‘ 
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Recreation, Sports and Fitness Program 


Objective A — Internal Controls 


i 


All grant applications should be scrutinized against written 
criteria for proper support, eligibility and accuracy, and approved 
only by authorized officials of the program. 


. Controls should also be in place to ensure that: 


— calculation of grant is accurate; 
— actual grant does not exceed authorized amount; 


— grant is recorded accurately. 


. Payment of grants should be in accordance with the appropriate 


legislation and established guidelines. 


. Total grants approved or committed for should not exceed 


authorized amounts budgeted for the program. 


. Before payment of any capital grant, plans and specifications 


prepared by an architect or professional engineer should be 
submitted to the Ministry for their review. 


. The various field office policies for determining eligibility of 


applicants should be applied in a consistent manner by each 
office. 


Objective B — Economy 


hes 


The Ministry should have controls in place to ensure that the cost 
of proposed capital facilities is both realistic yet at the lowest 
possible cost. 


. Controls should be in place to establish and define accountability, 


i.e. COSts supported by invoices, proof that cost overruns are 
justified. 


. The budget allocation for grant applications under each program 


should be based on a documented assessment of grant 
requirements. 


Objective C — Resource Utilization 


ib 


Performance outputs should be well defined and correctly 
measured, i.e. is the manpower utilized to process grants being 
used efficiently? 


. Staff performance should be periodically evaluated against 


output, both from a quality and quantity aspect. 


VA 


ial 


_If grant guidelines state that grant amounts are based on 


3.19 


Is 


_The payment and approval system for grants should operate 


Controls should be in place to ensure that information required 


i 
Objective D — Operational Outputs and Program Effectiveness | 
| 
| 


.The plans and resources allocated to the activity should b 


. Performance indicators should be in place for the program to: 
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negotiation with grant recipients, management should evaluate 
whether this negotiation is being done consistently by tlie 
consultants. | 
| 


_ Applications for grant commitments should be examined tg 


ensure that all necessary information is reported properly. | 


efficiently. | 





for processing different types of grants is not being duplicated. 


Program objectives and purposes for grants should be clearly 
defined. | 


._ A strategic plan should be developed for the program establishing 


the resources committed, the performance expected and th: 
assignment of responsibility/accountability. This plan should b 
consistent with overall Ministry mandate and direction. 


{ 


{ 
{ 
converted to specific short-term, result-oriented plans ani 
budgets. | 
{ 


— measure whether grant objectives are being met; 


—measure what results are achieved with resources applied; 


—compare actual result to planned. 


Observations re Agency of Record and Government 


Advertising Expenditures, Ministry of Tourism and Recreatio 


The objectives of a recent audit were to assess: 


«the Agency of Record selection process; 


¢the Agency and Ministry operational, administrative, accountil 
and reporting practices; 


«whether the Government’s reporting systems provided adequa 
disclosure of advertising costs. 





| 


H 
} 
\ 
4 


} 
{ 
| 
i 
uy 
{ 


{ 


| 
| 
i 
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We concluded that: 


¢Continued selection of the incumbent Agency would seem 
virtually unavoidable. 


¢Controls over operational, administrative, accounting and 
reporting practices were satisfactory, although about 50 per cent 
of the publishers of ethnic publications did not submit any proof 
of circulation. 


¢ For various reasons, the Government’s reporting systems did not 
accurately disclose advertising costs. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Agency of Record 
a) Overview 


In June 1972, the Committee on Government Productivity (COGP) 
recommended the establishment of a centralized media purchasing system 
for Government advertising as a means of achieving maximum cost 
efficiencies such as volume and frequency discounts offered by the media. 
This led to implementing an Agency of Record (AOR) media purchasing 
system for Canadian media purchases on behalf of the Province of Ontario. 


On November 26, 1974, Management Board of Cabinet, as a result 
of a competition, approved the selection and appointment of an advertising 
agency as AOR for the Province of Ontario for a period of three and a half 
years commencing December 1, 1974 and terminating on May 31, 1978. 


In 1978 and again in 1982, upon expiration of the AOR’s contract, 
presentations were solicited from the existing agency and two other leading 
advertising agencies. As a result, the existing agency was twice reappointed 
Over this period as the AOR for the Province. The current contract is for a 
period of three years ending August 31, 1985. 


The AOR coordinates and executes all Canadian print, outdoor, 
transit and broadcast media purchases made on behalf of the Province of 
Ontario with the exception of personnel advertising. Each ministry, Crown 
corporation and agency is responsible for its own advertising program and 
media plan, and through its participating agencies, defines its Canadian 
media purchasing requirements which are then handled by the AOR. 
Canadian media include newspapers, magazines, outdoor and transit 
advertising space, radio and television commercial time. For foreign media, 
the agency representing the ministry can make media_ purchases 
independently of the AOR. 


The AOR function is coordinated on behalf of the Government by 
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the Ministry of Tourism and Recreation’s Corporate Advertising and 
Special Projects Group. 
The AOR is billed by the media at the contract rate of the media less 


15 per cent. The AOR in turn invoices the Government ministries and | 


agencies at the full contract rate of the media plus delivery and emergency 
telephone and telex charges. The AOR retains a fee representing 2.25 per 
cent of the contract rate of the media and remits the balance of 12.75 peg 


cent to the participating agencies involved in the creation of the advertising | 


material to be placed in the media. 


For the 1983 fiscal year, the Province was billed a total of $27.19 
million by the AOR, representing $14.14 million for ministries and $13.03 
million for agencies, boards, commissions and Crown corporations. These 
figures represent the total cost of Canadian media purchases but exclude 


creative production costs such as artwork, tapes and film production costs | 


incurred by participating agencies, for which the various Government | 


ministries and agencies are billed separately by their participating agencies. 


b) Selection Process 


The policy and guidelines which apply to the selection of the AOR | 


include the following criteria and rating points: 


{ 


q 


| 
| 


l 


Rating 
Points Criteria Includes 
30 Capability — Professional qualifications, track 
record, government accounts 
20 Comprehension — Of program and media planning 
requirements 
10 Compatibility — Personal chemistry 
10 Service — Availability of senior personnel 
20 Sensitivity — Awareness of government 
objectives, sensitive to public 
needs 
10 Overall | 
oo Impression — Of agency’s presentation | 
100 


In August 1982, prior to the expiration of the contract with the: 
incumbent, a Review Committee was set up for the selection of the AOR. 
This Committee consisted of five senior Ministry/Crown Agency personnel, 
all of whom had wide government and industry experience in advertising,’ 
marketing and communications management. | 


Three advertising companies including the incumbent were invited tc 
make capability presentations to the Committee. The presentations were 
assessed by the Committee members on the basis of the selection criterié: 
established by Management Board Secretariat and the Council Ol 
Communications Directors. 


| 
i 
| 
i] 


| 
| 
| 
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The overall score received by the incumbent was significantly higher 

than the other two competitors. 


In a report to Management Board, the Committee by a unanimous 
decision, recommended that the incumbent continue as AOR for the 
Province of Ontario. On August 30, 1982, Management Board of Cabinet 
approved the appointment of this firm as AOR for the period September 1, 
1982 to August 31, 1985. 


In our opinion, the selection process places a heavy emphasis on previous 
government experience and awareness of needs, particularly in an agency of record 
role. In these circumstances, assuming satisfactory performance by the incumbent 
agency, its continued selection would seem virtually unavoidable. 


Operating Practices — Ethnic Publications 


In 1974, the Government of Ontario Information/Communication 
Program (GI/CP), in which is included the ‘‘Ontario 20’? Ethnic 
Advertising Program, was established to keep the non-urban, Native Indian 
and ethnic population of Ontario informed of Government programs. 


The objective of this program is to increase awareness and promote 
better understanding of Government policies and programs among ethnic, 
Native Indian and non-urban segments of the population. The Corporate 
Advertising and Special Projects Group of the Ministry of Tourism and 
Recreation has been assigned the responsibility for coordinating and 
determining the contents to be used for executing this program. 


The AOR was selected and has been responsible for the creative 
development and analysis of the GI/CP since 1974. 


For the 1984 fiscal year, Management Board approved $1.6 million 
for this program. 


Advertising for this program is usually placed with English and 
French weekly newspapers, ethnic TV and Radio programs and Native 
Indian and ethnic publications. The Ministry has established guidelines for 
ethnic publications to qualify for Ontario Government advertising. Every 
publisher is required to submit a qualifying application for Government of 
Ontario Ethnic Advertising Program. We were advised that the application 
is reviewed and approved by the Corporate Advertising and Special Projects 
Group of the Ministry in consultation with the AOR. 


The publishers of ethnic publications establish their advertising rates 
on the basis of 1,000 copies circulated in Ontario. A majority of these 
publications are circulated free of charge. As proof of circulation, 
publishers are requested to submit a notarized sworn statement of 
circulation or a printer’s invoice on application, and periodically, on 
request. 
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Our examination of the 133 approved applications, revealed that 64 ethnic ! 


publishers did not submit either sworn statements or printer’s invoices as proof of | | 


circulation. | 
We therefore recommended that the Ministry take action to ensure | 
that circulation affidavits or printers’ invoices are submitted by all qualified | 


ethnic publishers. | 
Reporting of Advertising Costs 


The Financial Information and Accounting Policy Branch, Treasury | 
Division, Ministry of Treasury and Economics, produces an annual report | 
entitled ‘‘Selective Object Code Expenditure Report’. This report provides — 
an analysis, by ministry, of the various components comprising such 
Standard Accounts Classifications as Salaries and Wages, Transportation | 
and Communication, Supplies and Equipment, Services, etc. Advertising 
costs form part of the Services classification and should be coded to 
common object codes 411 and 412. | 


The Manual of the Office of the Treasury defines common object 
codes 411 and 412 as follows: | 


411 Communication Services — Advertising Agencies 


—relates to services provided by professional advertising’ 
agencies. | 


412 Other Communication Services — includes 


— advertising other than ‘‘jobs advertising’’ placed directly 
with newspapers, radio, T.V. and | 


— public relations, writing, photography, design, oraphiged 
exhibits, audio visual and film making. ! 


For the 1982 and 1983 fiscal years, total advertising costs as reflected 
in common object codes 411 and 412 amounted to approximately $40.3 
million and $49.9 million, respectively. | 


Our examination revealed that the ‘‘Selective Object Code Expenditure 
Report’? was an inaccurate gauge of Government advertising costs. Reasons 
included: | 


¢The report included advertising costs for all ministries and only 
those agencies whose administrative support services are providec’ 
by the responsible ministry. However, agencies that maintain their owl 
financial and accounting records were excluded from this report. Fo: 
example, a significant exclusion was the Ontario Lotter) 
Corporation which spent about $17.3 million for advertising in th: 
1983 fiscal year. Also, Ontario Hydro and Workers’ Compensatior 
Board were excluded. | 
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¢ As a result of coding errors some advertising costs were not included in 
accounts 411 or 412. For example, in one ministry we noted that $2.6 

million paid to advertising agencies was not included. 


¢Internal costs, such as salaries and wages of personnel involved with 
Government advertising activities were not included. 


We recommended that these matters be taken up with the Ministry 
of Treasury and Economics and Management Board Secretariat with a view 
to having a more accurate and reliable system for reporting Government 
advertising expenditures. 


On September 29, 1983 the Deputy Minister replied as follows: 
Agency of Record 


“The purpose of the Agency of Record selection process is to 
ensure that Government continues to achieve maximum cost 
efficiencies through the effective and efficient centralization 
of media purchasing. 


“The process allows for the determination, in a fair and 
impartial manner, of the agency best able to meet the 
selection criteria as established by Management Board of 
Cabinet. Experience with government accounts is one 
component of the capability criterion, accounting for only 10 
of the total possible 100 points. 


“In considering the value of experience it is estimated that 
the lead time to establish a fully effective Agency of Record 
operation would be 6 months. On the other hand, the 
incumbent Agency of Record is evaluated on its ability to 
maintain, through excellent performance, synergistic 
relationships with the 14 participating advertising agencies, 
media representatives and government officials. If the 
agency’s performance is thereby judged as _ being 
| unsatisfactory, the selection committee would give 
| recognition to the negative effects on the program overall 
and give a commensurate rating. 


“However, to overlook the importance of a qualified and 
time tested agency merely for the sake of change could result 
in lost time, effectiveness and additional expense. ”’ 


Iperating Practices — Ethnic Publications 


“Effective August 15, 1983 the Ministry’s revised guidelines 
for the qualification of ethnic publications to require all pub- 
lishers to submit copies of printers’ invoices together with 
notarized sworn statements as proof of copies circulated. 
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This documentation is required when the application is 
approved and subsequently on January Ist of each year.”’ 





Reporting of Advertising Costs ! 
“While this Ministry has no responsibility for the 
government system of recording and _ reporting of | 
government advertising costs, we plan to bring your | 
comments to the attention of the Ministry of Treasury and 
Economics and Management Board Secretariat. ”’ | 


3.20 Deficiencies re Vehicle Licensing and Registration, Ministry 
of Transportation and Communications | 


An objective of a recent audit of the Ministry of Transportation and 
Communications was to assess the adequacy of the internal controls 
pertaining to the collection, processing and reporting of vehicle licensing 
revenue for the fiscal year ended March 31, 1983. | 


We concluded that internal controls were sufficient to ensure that cast 
reported by the banks as received from agents was properly transferred to th 
Consolidated Revenue Fund and reported as such. However, controls were no 
sufficient to ensure that when licences were sold, all cash collected by the agents wa’ 
actually deposited to the credit of the Province. | 
¢ Effective reconciliations have been performed to ensure cash 
reported by the banks as received from agents has been properly 
transferred to the Consolidated Revenue Fund and correctly 


recorded in the Public Accounts. 


¢ An estimated 2,100,000 ‘‘manual’’ vehicle licence transactions 
accepted by agents between December 1, 1982 and March 31, 1983 
had not been recorded in the system nor reconciled to the related 
licence applications as at June 1983. 


eA significant number of transactions accepted by the agents 
during the period October 26, 1982 to November 30, 1982 had not 
been updated to the vehicle data base as of June 1983. 


eAn accurate current status of outstanding 1983 agent licence 
stickers could not be obtained. 


¢ There was little control over the monitoring of agent replacement 

Stickers. 
DETAILED FINDINGS AND RECOMMENDATIONS 
Overview | 
The licensing of passenger and commercial vehicles is conducted t 


approximately 310 issuing agents appointed by the Minister and 11 Minist: 


COMMENTS ON MINISTRY OPERATIONS 119 
Se 


field offices. Revenue generated from this source was approximately $280 
million for the 1983 fiscal year. Effective December 1, 1982 the previously 
manual system was converted to a new computerized Vehicle Registration 
System (VRS) for the processing of vehicle permits and the reporting of fees 
collected. Revenue generated from the manual system (April 1, 1982 to 
November 30, 1982) was $70 million while $210 million was recorded during 
the period December 1, 1982 to March 31, 1983 when the System was 
computerized. 


Vehicle Registrations — Post December 1, 1982 


Effective December 1, 1982 the Ministry introduced a new 
computerized Vehicle Registration System for the issuing of vehicle permits 
and the reporting of fees collected. The main features of this system are: 


—All agents have one or more computer terminals on _ their 
premises. 


— Pertinent details of the licence plate renewal application are keyed 
into the system by the agent which results in the updating of the 
vehicle licence data base. 


— The correct licence fee to be charged by the agent for the vehicle is 
calculated by the computer. 


— The agents’ outstanding stock of licence stickers is updated on a 
timely basis. 


Between December 1, 1982 and March 31, 1983 and especially 
during the earlier months, the computer system was down periodically due 
to computer malfunctions. Consequently, the agent could not process 
renewal applications through his terminal. They were required to determine 
Manually the amount to be collected from the applicant and forward to 
Head Office for keying into the computer system the pertinent information 
per the application, and the licence sticker number issued. During this 
period licence issuing agents processed approximately $48,000,000 of 
Manual transactions. Our review of the manual transactions revealed the 
following: 


—The Ministry estimated that 2,100,000 manual transactions were 
forwarded to Head Office by the agents during the above noted period. 
While our review revealed that virtually none of these transactions had 
been entered into the system as of June 29, 1983, the Ministry indicated 
that subsequent to this date a significant number of transactions had 
been updated to the vehicle data base. 


— There was little control over the storage and transfer to data entry centres 
on these transactions to ensure the Ministry had not lost any 
applications. 
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__ Financial reconciliations between manually accepted fees reported by 
issuing agents and the underlying applications were completed for only a 
few of these transactions. 
Until these transactions are keyed into the system and reconciled to 
their applications: 
There was no assurance that the issuing agents had reported and 
deposited the correct licence fee amounts. 


__ Difficulties could arise for both licence applicants and the Ministry. For | 


example, an applicant may receive an invitation to renew his 
vehicle licence for a vehicle he no longer owns. 


We recommended the Ministry expedite the processing of all backlog | 


manual transactions including the necessary reconciliations to verify that the 
agent had collected the correct fee for the amount he reported as collected. 


Vehicle Registrations — October 26, 1982 to November 30, 1982 


The vehicle data base was frozen from October 26, 1982 to 
November 30, 1982 to facilitate conversion to the Ministry’s new 
computerized Vehicle Registration System. As a result, transactions 


accepted during this period were not entered into the system and were held | 


for later processing. For example, out of approximately 190,000 vehicle transfers 


accepted during this period, approximately 55,000 had not been successfully | 


processed or updated to the data base as of June 1983. 


Our concerns and recommendations for these transactions were 


similar to the manual transactions discussed previously. 
Outstanding Licence Stickers 


Until all transactions referred to previously have been entered into 


the system, the Ministry’s record of agents’ outstanding licence stickers is — 


inaccurate and incomplete. 


Accordingly, the agency inspectors were not able to reconcile the | 
agents’ actual licence stickers on hand to the computer listing of agents’ | 
stock of outstanding stickers based on stickers originally received less | 
stickers sold. Consequently, it was not possible to determine whether an | 
agent may have sold licence stickers but not have reported and deposited the | 
fees received. Because of the foregoing, agency inspections were temporarily — 


discontinued. 


We strongly recommended that once all backlogged transactions | 


have been inputted that agency inspections be reinstituted on a timely basis. 


Agent Replacement Stickers 


. Agents have the authority in certain situations to issue a replacement 
sticker at no charge to the applicant. For example, an agent can issue a free | 
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replacement sticker to customers who placed their Original paid sticker in the 
wrong place on the licence plate. We determined through discussion with 
Ministry management that there were a significant number of requests this 
year for no charge replacement stickers. This may be attributable to the fact 
that the location of the placement of the sticker this year was changed from 
the previous year. 


We noted there was no control in place to monitor the issuance by agents of 
free replacement stickers to ensure they were legitimate. Without such control 
there exists a possibility that an agent may collect a fee but report it as a 
“no charge’’ replacement fee which could result in lost revenue to the 
Ministry. 


We recommended that the Ministry monitor the level of free 
replacement stickers issued and investigate those agents with an unusually 
high replacement rate. 


The foregoing comments were transmitted to the Ministry on 
September 30, 1983. The Ministry has not had an opportunity to respond to 
Our comments and we are, therefore, unable to present its views on the 
- matters raised. 
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COMMENTS ON CROWN AGENCY OPERATIONS 


4.1 Introductory Comments 


The term Crown Agency for purposes of this segment of the Report | 
includes both agencies of the Crown and Crown controlled corporations, as 
defined in Exhibit 1 of this Report. A listing of agency of the Crown and 
Crown controlled corporation audits, by category, for the year ended March 


31, 1983 is included as Exhibit 7 of this Report. 


4.2 Accountability of Crown Agencies 
BACKGROUND 


Concerns have been increasingly raised as to the accountability of, 


Crown agencies to Parliament/Legislature and to the Government. For. 
example, in his 1982 annual Report, the Auditor General of Canada dealt: 
with the need for an improved parliamentary control and accountability 
framework for Crown-owned corporations. He concluded that Parliament 
was becoming further isolated from the activities of these corporations, and: 
that the growing practice of using such corporations to conduct a widening 
range of government activities ‘‘has so strained the capability of the existing 
accountability framework that Parliament may not be able to exercise its, 
fundamental OHS IAI for overseeing receipts and expenditures of 
public funds.’’ 


Additionally, the Ontario Standing Public Accounts Committee held 
two meetings in June 1983 dealing with this subject in general terms, and 
reviewed certain aspects of accountability related to seven specific Crown 
agencies in September. 


ONTARIO SITUATION 


In spite of certain shortcomings, we do not believe the situation in 
Ontario presents the same problems as exist at the federal level. Major 
factors contributing to the more favourable condition here are: 


1) Both the number and size of Crown-owned corporations if | 
Ontario is significantly less than at the federal level. The Auditol, 
General’s Report dealt with 202 parent and subsidiary 
corporations with assets of approximately $67 billion, liabilitie: 
of over $57 billion and annual expenditures of over $30 billion. | 
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2) 


In Ontario, there are more than 275 agencies or groups of 
agencies, as set out in section 25-2 of the Manual of 
Administration. However, many of these are small committees 
and advisory boards. The actual number of active corporations 
for which annual financial statements are prepared, including 
subsidiaries, is 82. For the 1982 fiscal year, the assets of these 
corporations amounted to approximately $27 billion, with 
liabilities of over $24 billion and annual expenditures of about 
$6.5 billion. Further, of these amounts, one corporation, 
Ontario Hydro, accounted for $18 billion of the assets, $15 
billion of the liabilities and $3 billion of the annual expenditures. 


The majority of the 202 federal Crown-owned corporations are 
audited by public accounting firms, and only about 70 of these 
corporations are audited by the Auditor General of Canada. In 
Ontario, on the other hand, the audit responsibility for 50 of the 
82 corporations above rests with the Provincial Auditor. 


In this regard, audit legislation at the federal level contains no 
reference to value for money auditing in such corporations. 
This, of course, is not the case in Ontario (see section 6.3 of this 
Report). 


At the June 2, 1983 meeting of the Standing Public Accounts 
Committee, the Secretary, Management Board of Cabinet summarized 
Other factors contributing to the accountability of agencies in Ontario. 
Included are the following: 


1) 


General rules of practice have been established for all agencies in 
section 25 of the Ontario Manual of Administration, thus 
providing a consistent framework for the administration of such 
agencies. Two noteworthy aspects of these rules, or policies, are 
as follows: 


(a) Memoranda of Understanding are mandatory for a number 
of agencies, including operational agencies which are 
completely funded out of revenues generated by their own 
operations. The purpose of these memoranda is to clarify the 
Objectives, priorities and performance expectations of 
agencies, and to define the relationship between agencies and 
their parent ministry. All such memoranda, after review and 
approval by Management Board of Cabinet, must be tabled 
in the Legislature. 


(b) All advisory agencies and all operational and regulatory 
agencies established since March 12, 1980 must undergo a 
sunset review within three years of their establishment, 
unless a specific Cabinet decision to the contrary is obtained. 
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2) All agencies are accountable to the Legislature through their 


3) 


4) 


responsible Minister. It is the Minister’s responsibility to answer 
questions raised in the Legislature and to defend the Estimates in 
cases where amounts have been provided for agencies. 


Many amounts in the annual Expenditure Estimates are related 
to agencies. Since these Estimates are referred for detailed review 
to either a Standing Committee of the Legislature or the 
Legislature sitting as the Committee of Supply, ample 
opportunity exists to question the responsible Minister on key 
aspects of accountability. 


Two Standing Committees of the Legislature play an important 
part in holding agencies accountable for their actions by 
reviewing, in varying degrees, their operations — the Public 
Accounts Committee and the Procedural Affairs Committee. 


ONTARIO ISSUES 


Notwithstanding the preceding points, there are still areas where, in — 
our opinion, a certain degree of accountability to the Government and to the | 
Legislature is lacking on the part of incorporated Crown agencies in 
Ontario. A period of budgetary restraint, such as we are now experiencing in 


Ontario, requires a higher degree and a higher quality of government and | 


parliamentary scrutiny of the establishment and operations of these Crown 
agencies. The major issues related to accountability in Ontario, as we see 
them, are summarized as follows: : 


1) Although the Legislature should play an important role in the | 
establishment of such agencies with debate and approval of © 


pertinent legislation, to an increasing degree, this is not the case. — 


There are two facets to this issue: 


! 
| 
| 


(a) During the past three fiscal years, a total of sixteen new | 


Crown agencies, excluding subsidiaries, have been 
incorporated in Ontario. Of these, only three were the direct 


result of legislation, thus requiring the specific approval of © 


the Legislature. Five were incorporated under the Business 
Corporations Act or the Corporations Act, and eight were 


established by Regulations issued under related legislation. © 
For the latter thirteen corporations, therefore, the specific 


approval of the Legislature was not required. 


(b) Reference was made in section 3.15 of our 1982 Report to | 


wholly-owned subsidiaries of the Ontario Energy 
Corporation and the Urban Transportation Development 


| 


Corporation Ltd. During the 1983 fiscal year, a wholly-_ 
owned subsidiary of the IDEA Corporation, IDEA 


mn 
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3) 


Biological and Medical Technology Fund Inc., was 
established pursuant to the Business Corporations Act. 
These subsidiaries were all created without the specific 
approval of the Legislature. 


A further problem related to the accountability of such 
subsidiaries, as covered in section 3.15 of our 1982 Report, is 
whether such corporations are subject to the provisions of the 
Audit Act. 


There is currently no process under which the annual Operating 
budgets of opertional agencies which are completely self-funded, 
are subject to review and approval by either Government or the 
Legislature. Major examples of corporations in this category are 
Ontario Hydro, Ontario Lottery Corporation, Urban 
Transporation Develoment Corporation Ltd. and The Niagara 
Parks Commission. 


Additionally, for these self-funded agencies, there is no 
requirement whereby either the Government or the Legislature 
receive information as to the efficiency of their operations or 
how well they are meeting their objectives. 


Confusion results, hence clouding the accountability issue, when 
different agencies have similar and overlapping mandates, or 
where their mandates overlap those of a ministry in part. 
Uneconomic and inefficient use of resources can also result from 
this type of a situation. For example, one of Ontario Hydro’s 
purposes, as set Out in its Memorandum of Understanding, is 
‘“‘the provision of energy conservation programs to encourage 
the safe and efficient use and the conservation of all forms of 
energy.’’ At the same time, the description provided in the 
Estimates for the Ministry of Energy’s $28.9 million Energy 
Conservation Program is ‘‘to reduce the rate of growth of 
demand for energy by inducing efficient and non-wasteful 
energy utilization’’. 


Also, in varying degrees, the mandates of The McMichael 
Canadian Collection, The Ontario Heritage Foundation and the 
Art Gallery of Ontario all include the acquisition of works of 
art. 


In connecton with this issue, however, it should be noted that, 
since 1978, the Standing Procedural Affairs Committee has been 
examining possible overlapping and redundancy in Crown 
agencies. 


4) Finally, the Estimates process itself, relating not only to Crown 
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agencies but also to ministries, has been criticized on a number | 
of grounds. The following points were made in the 1979 Report - : 
of the Federal Royal Commission on Financial Management an 
Accountability: 
«the process is too demanding on members’ time, resulting in 
superficial or shallow examinations; 


ethere is a lack of continuity in membership on Estimates 
committees, and an inadequate level of expertise; and 


| 


«there is a tendency to skirt the issues at hand by indulging in| 
partisan wranglings. 


Concerns relating to the Estimates process were also raised in the 
1982 Report of the Standing Public Accounts Committee. The 
Committee drew the Legislature’s attention to the discussion and | 
recommendations on the Estimates process made by the 
Procedural Affairs Committee in its report ‘‘Proposals for a 
New Committee System.”’ : 


In general, we recommend that this section of our Report be 
reviewed by the Standing Public Accounts Committee, to the extent it has 
not already been covered in its June and September 1983 meetings dealing 
with this subject. | 


\ 
| 


4.3. Government and Legislative Review of Agencies, Boards and | 
Commissions | 


Agencies Review Committee | 
| 

The Agencies Review Committee, consisting of four Government’ 
members of the Legislature, was established by the Government in March: 
1978 and given the mandate to review the need for all Provincial Agencies, 
Boards and Commissions and to recommend, where it would be 


advantageous: 


—the transfer of the functions of an agency to a ministry, thus 


eliminating the agency; | 


—the merging of two or more agencies with the retention of the 
functions for which they are responsible; | 


—the elimination of an agency and the functions for which it is 
responsible. | 
| 


In addition, the Committee was requested to recommend ar 
appropriate process to ensure that new agencies are established only wher 
that particular form of organization is necessary. | 


| 
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The Committee tabled its first report to the Legislature in November 

1978 outlining its results and evaluation of approximately 100 agencies. 


The second report tabled in March 1980, centred on general policy 
questions related to the administration of agencies. This report established 
guidelines for conflict of interest, administrative practice and relationship 
with parent ministry which were subsequently incorporated in the Manual of 
Administration. This report also established a policy which standardized a 
srocedure for the development of a ‘‘Memorandum of Understanding”’ 
yetween a ministry and an agency. 


) 
| 


The third report tabled in June 1981, outlined a sunset review 
srocess for all advisory agencies. The Agencies Review Committee was 
jerminated with the tabling of its third and final report. 


sunset Review Process 


The objective of a sunset review is to determine as at a specified date 
vhether an agency should be terminated or be continued for a further period 
of time. 


The initial policy on sunset reviews developed by the Agencies 
eview Committee was approved by Management Board and Cabinet in 
anuary 1981. In light of practical application, this policy was subsequently 
evised and approved by Management Board and Cabinet in October 1982. 
“he policy, procedures and guidelines for sunsetting an agency are outlined 
athe Ontario Manual of Administration. 


All advisory agencies (79) existing as at March 12, 1980 were 
cheduled for sunset reviews on a staggered basis commencing March 31, 
982. Advisory agencies established after March 12, 1980 have a sunset 
rovision included in the legislation, Order in Council or regulation 
Stablishing the agency. Operational and regulatory agencies established 
fter March 12, 1980 are also subject to a sunset review, unless Cabinet 
ecides otherwise. 


Management Board Secretariat in cooperation with ministries 
evelop an annual schedule of sunset reviews. The review is undertaken by 
le responsible ministry in consultation with other ministries, individuals 
ad groups as appropriate. The review addresses the following major issues: 


¢need for the agency; 

erelevancy of agency objectives; 

¢ alternatives to the agency form of organization; 
¢ duplication/overlap; 


¢adequacy of terms of reference; 
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eadequacy of agency structure, 
effectiveness and efficiency of agency operations; 


eacceptability and cost-effectiveness of agency recommendations, 
reports and advice; 


adequacy of the reporting relationship with the Minister/Ministry. — 


The sunset review of an agency together with the responsible 
Minister’s recommendation and necessary documents for implementation 
are submitted to the appropriate Policy Field Committee and Management 
Board for review. The evaluation is reviewed to ensure compliance with the 
guidelines and whether the recommendation is justified. The Minister’s 
recommendation and that of Policy Field Committee are considered by 
Management Board and submitted to Cabinet for final approval. The 
decision of Cabinet is required to be tabled in the Legislature by biG 
responsible Minister. 


If the decision is to terminate an agency, an amending Order in 
Council or legislative action is required. Where an agency is to be re 
established, an Order in Council, or where necessary, legislation is required 
which shall include a new date for a sunset review. In no case, shall this case 
be more than five years after the previous termination date. 


As at March 31, 1983, a total of 62 agencies’ reviews had been made 
under the sunset review process. 


Summary of Activity 


The following is a summary of termination activity from Marel 
1978 to March 1983. 


Agencies Review Sunset Review 


Decision Committee Process Total 
Terminate 33 13 46 
To be terminated = 2 2 
Total 33 i 48 


At the time of the establishment of the Agencies Review Committee 
the exact number of agencies or groups of agencies in existence had not bee! 
ascertained. However, at the commencement of the sunset review process, ‘ 
total of 267 agencies had been determined. While 15 agencies have bee! 
terminated or are pending termination through the sunset review process 


additional agencies have been created. As at April 1, 1983, there has beat 
net increase of 10 to 277. 


Standing Committee on Procedural Affairs 


The Standing Committee on Procedural Affairs, established by th 
Legislature in June 1977, has also been given the power to review th 
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operations of all Agencies, Boards and Commissions to which the 
Lieutenant Governor in Council makes some or all appointments, and all 
Corporations in which the Crown in right of Ontario is a majority 
Shareholder. The reviews are undertaken with a view of reducing 
redundancy or overlapping. 


As at March 31, 1983, this Committee had tabled six reports in the 
Legislature detailing the results and recommendations of its review of 39 
Agencies, Boards or Commissions. These reviews concentrated mainly on 
regulatory or operating Agencies, Boards or Commissions. Ministers 
responsible for these agencies were requested to respond to the 
recommendations of the Committee and the responses were included in 
subsequent reports tabled in the Legislature. 


This Committee recommended two agencies to be terminated. One 
of these was terminated. In the other instance, it was decided to continue the 
agency as a result of a further review by the sunset review process. 


4.4 Inadequate Premium Levels Resulting in Heavy Losses, The 
Crop Insurance Commission of Ontario 


The Crop Insurance Act (Ontario) came into force on September 22, 
1966, establishing The Crop Insurance Commission of Ontario as a 
corporation without share capital. The Commission’s principal function is 
the administration of plans of crop insurance established by regulations 
made under the Act. Forty-five separate crop insurance plans were in force 
for the 1983 fiscal year. The Commission’s audited financial statements for 
the year ended March 31, 1983 reflected total assets of $4.0 million, a deficit 
of $47.7 million and total liabilities (including advances of $47.5 million 
from the Treasurer of Ontario) of $51.7 million. 


During our current year’s audit, we noted that: 
¢ Premium levels for certain crops were inadequate. 


¢The possibility of reinsurance with Canada should be actively 
pursued. 


PREMIUM LEVELS 


| The Minister of Agriculture and Food has stated he intends to 
Operate the Commission on a businesslike, actuarially sound basis. The 
Commission’s 1981-82 MBR and the federal provincial agreement provide 
that the coverage and premium rates for each crop insurance plan should be 
set so as to generate premium income equivalent to claims over the long term 
-xClusive of administrative costs. 
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While over half of the Commission’s 45 crop plans were currently in a 
surplus position some crops were far from achieving this objective. For instance, 
the flue-cured tobacco plan had a cumulative deficit of $72 million at the 
end of the 1982 crop year. The tobacco crop’s claim and premium history, 


over the last few years was as follows: 


Average 
Tobacco Premium Per Surplus 

Crop Year Gain/(Loss) $100 Coverage (Deficit) 
$ $ $ | 
1978 3,050,407 3.29 7,746,678 : 
1979 (41,887,336) 3.20 (34,140,658) 
1980 2,524,885 5.68 (3E,61557 7/3) 
1981 10,385,955 5.66 (21,229,818) 

1982 (51,091,904) 5.45 (12,321,122) 


In 1979 the large losses resulted from blue mold disease and in 1982 
much of the crop was destroyed by an early frost. | 


In our 1979 report we commented on the possible inadequacy of 
premium levels for certain crops. In replying to our 1979 report, the 
Commission did acknowledge that ‘‘premium reserves in some crops like! 
tobacco should be between 30 and 50% of the total liability’’. Accordingly, 
we would have anticipated that tobacco premiums after 1979 would have 
been established at higher levels. | 

For example, using the average premium rate of $5.60 since 1979 
and even assuming there were no major crop failures as was the case in 1982, 
we calculated that it would have taken 22 years to accumulate the required 
reserve. While we acknowledged that the premium increase in 1980 was as 
much as the ‘‘market’’ would bear, we felt the decision to keep rates stable 


thereafter was questionable. 


In conclusion, although we noted that many plans had premiums which 
were sufficient, we felt the Commission should reassess premium levels on flue: 
cured tobacco and all other plans which were in a deficit or minimal surplus positior 
and build the reserve for such plans up to a sufficient level as compared to the 
insured liability outstanding. | 


{ 


Our belief that the Commission could increase premiums on su 
plans was further supported by the fact that: 


—Ontario’s premiums as a percentage of coverage have consistentlh 
been the lowest or one of the lowest over the years compared will 
the other provinces. | 


— The current subsidization by Canada and Ontario with respect t 
premiums is at 50% while the U.S. federal crop program i 
subsidized at only 30%. 


COMMENTS ON CROWN AGENCY OPERATIONS 131 


REINSURANCE WITH CANADA 


Under the Crop Insurance Act (Ontario) the Commission can 
reinsure with any other insurer the risk or any portion thereof under its 
various crop plans. We were advised that the Commission had been recently 
communicating with the Government of Canada in an effort to investigate 
the feasibility of reinsuring with them. 


In light of the growth in total coverage (risk) from $6.7 million in 1969, 
when Ontario withdrew from the reinsurance agreement, to the 1982 coverage of 
$470 million, we recommended as we did in our 1979 Report, that the Commission 
actively pursue and investigate the advantages and disadvantages of reentering into 
the reinsurance agreement with the Government of Canada. 


Two matters, in particular, should be discussed with the federal 

authorities: 

—whether individual crop plans can be reinsured separately, e.g. 
only reinsure the high risk crops. We were advised by a federal 
official that this had never been brought up before and it may be 
an alternative the Commission could pursue; 


— whether the requirement that the deficit be reduced to zero before 
the Province can enter into a reinsurance agreement is negotiable. 


On September 28, 1983, the Deputy Minister replied as follows: 


Premium Levels 


“All premiums are established following an actuarial 
calculation by both Commission and Agriculture Canada 
employees. A 20-year cycle is considered normal in rate 
calculations. The formula used has been developed, reviewed 
and approved with actuaries in the Federal Department of 
Insurance. The Provincial Auditor’s calculations used on 

. Of his report are simple but have one basic weakness in 
logic. It has been assumed that indemnities will always 
average a fixed percentage of premium income. Ina situation 
where premiums are doubled and tripled, such an 
assumption tends to overstate indemnities. If premium levels 
are reduced the weakness in logic becomes even more 
apparent. 


‘“‘However, the general recommendation that premiums 
should be reviewed with the objective of eliminating deficits 
and building reserves is valid and is being aggressively 
pursued as market conditions permit. For example, tobacco 
premium income in 1983 is $19.0 million compared to $10.4 
million in 1982. The average premium has been increased 
from 7% in 1982 to 8.5% in 1983.”’ 
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Reinsurance with Canada | 


_ The withdrawal occurred in 1969 when the Commission 
decided that the diversity of crops grown in Ontario would, | 
in itself, spread the risk. This conclusion was made in light of 
a required annual contribution of 15% of the total premium 
to the Federal fund. 


“The Crop Insurance Commission is currently negotiating | 
with the Federal officials on all terms and conditions of a | 
reinsurance scheme for future years.”’ 





4.5 Audit of Management Controls, Liquor Control Board of 
Ontario 


The December 1982 Report of the Standing Public Accounts) 
Committee recommended that ‘‘the Provincial Auditor should undertake a! 
management audit of selected operations of the Board.’’ Accordingly, such 
an audit was completed and reported to the Board on July 22, 1983. This 
report included assessments of: | 


(a) the Board’s planning processes, 


(b) management controls to ensure due regard for economy in the 
areas of inventory and store development, 


(c) Board practices for recruiting store employees, 


(d) management controls for planning and monitoring construction 
of the new warehouse facility, and | 


the adequacy of internal controls, including compliance with 
established policies and procedures, for purchasing goods, 
services, fixed and moveable assets. 


(e 


— 


With regard to the preceding objectives, we concluded that: 


(a) There were no processes in place for policy development and 
operational planning. 


(b) There was a lack of due regard for economy in the areas of : 
inventory and store development. | 


¢Imported wines and beers were warehoused for up to six / 
months in advance of need, thus needlessly tying up capital in 
inventory and incurring additional costs for outside storage. 
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¢ Domestic inventory in warehouses was 40 percent in excess of 
target tables. 


¢ Formal criteria were not developed to assist the Board in 
deciding whether to purchase or lease stores. 


¢ Tenders were not invited for the supply and installation of 
store fixtures. 


(c) Recruiting practices required improvement. 


¢ Written guidelines and procedures reflecting the Board’s own 
operating circumstances and requirements for the recruitment 
of temporary and permanent employees did not exist. 


(d) Overall, management controls for the acquisition/construction 
of the warehouse were satisfactory. However, consultants’ 
supporting source records for payroll costs and reimbursable 
expenses were not audited by the Board. 


(e) Internal controls were generally adequate in areas reviewed, 
although adherence to established policies and procedures 
could be improved. 


e Non compliance with Government policy on the private use 
of government vehicles was identified. 


¢ No authority existed for assigning an employee to chauffeur 
the Chairman on Board business. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The Liquor Control Board of Ontario was established in 1927 and 
continued as a Corporation under the Liquor Control Act. The purposes of 
the Board, as outlined in section 3 of the Act, include the power to: 


(i) buy, import and sell liquor; 
(ii) control the sale, transportation and delivery of liquor; 


(iii) establish government stores for the sale of liquor to the public, 
as well as to determine the classes, varieties and brands of 
liquor to be kept for sale at such stores and the selling prices 
thereof; 


(iv) authorize manufacturers of beer or Ontario wine to sell such 
beer or wine to the public in stores owned and operated by the 
manufacturers, and to authorize Brewers’ Warehousing 
Company Limited to operate stores for the sale of beer to the 
public. 
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The Board’s financial statements for the year ended March 31, 1983, : 
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which are included in Volume 2 of the 1982-83 Public Accounts, reflect total | 
assets of $154.0 million, with corresponding liabilities of $88.4 million and 
retained income of $65.6 million. For the 1983 fiscal year, sales of liquor by 
the Board amounted to $1,467.3 million, and the Board’s net income was 


$523.2 million. 


Planning Processes 


a) Policy Development 


Management policies include operational, administrative and | 


personnel directives for managing an organization. 


Our review indicated that the Board did not have a formal process in place | 
for identifying and developing management policies. Specifically, management i 
policies had not been developed in areas such as inventory and establishment of new | 
stores. : 


(i) 


(il) 


Inventory 


The ordering system for inventory was determined on the basis | 
of a study done in 1962 by a firm of management consultants. | 
This study took into consideration criteria and procedures for 
order cycles, customer service levels, safety stocks and. 
inventory control levels. Although the Board follows the. 
concepts outlined in this study, our review of the inventory | 
control system revealed that the Board did not have a formal ‘ 


documented policy incorporating the criteria developed in this | 
study for planning and controlling inventory. 


Establishment of New Stores 


During the 1983 fiscal year, the Board established 22 new stores 
across Ontario. We selected 12 of these stores to review the 


process used by the Board to establish a new store. 


| 


Our review indicated that the Board did not have any written’ 
guidelines to assist in making decisions to establish new stores. 
There was no evidence that a feasibility/economic study and a 
cost benefit/payback analysis were done to justify the need for. 
a new store. Such a study and analysis, if done, can assist the’ 


Board in deciding whether to open a new store or expand ant 
existing One to accommodate increased sales. 


The Board was of the view that any new store established would ) 
be profitable, regardless of location, capital and/or operating’ 
costs and sales volume. However, once the decision to establish 
a new store has been made, procedures were in place for. 


{ 


selecting the actual site where the store is to be located. ! 
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We felt written guidelines could assist the Board in deciding 
whether to establish a new store. The potential for 
maximimizing sales and minimizing costs are essential factors 
to consider when contemplating the establishment of a new 
store. 


We therefore recommended that the Board give immediate attention 
to the development of management policies, commencing with its main 
stream Operations. 


b) Operational Planning 


Our review indicated that the Board did not have an annual operational 
planning process in place. Although the board did have a budgeting and 
reporting process in place, the budgets were purely financial in nature and 
did not include any performance indicators to measure achievement of 
results. Indicators could include items such as the cost of handling a case of 
liquor in warehouses and stores, cost of a store transaction, warehouses and 
stores stockouts occurring in imported/domestic products. 


Economy 
a) Background 


The Board inventory includes about 2,700 listings of domestic and 
imported liquors. During the 1983 fiscal year, the Board inventory ranged 
from a low of $112 million to a high of $188 million. As at March 31, 1983, 
inventory was valued at $128.2 million. 


Currenty, the Board operates five warehouses for receiving, storing 
and supplying all of the Board stores and licencees with spirits, wines and 
beers. Two warehouses are located in Toronto and one each in London, 
Ottawa and Thunder Bay. 


Ordering and controlling inventory is carried out both at the 
warehouse and store level. For warehouse inventory, separate departments 
within the Warehouse Division are responsible for ordering and controlling 
domestic and imported inventories. For stores, however, responsibility for 
ordering and controlling inventory is assigned to individual store managers. 


b) Warehouse Inventory — Imported Brands 


In the 1983 fiscal year, the warehouse inventory for all imported 
brands of liquor ranged from a low of $30 million to a high of $45 million. 


Under the current system, the Board usually orders and receives in advance 
up to six months of its requirements of most imported wines and beers to cover sales 
during the winter months. As a result, additional facilities are usually required for 
storage of imported brands of wines and beers. Shipments of spirits, however, 
are ordered and received regularly during the winter months. 
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During the 1983 fiscal year, shipments of about 900 brands out of 
approximately 950 brands of imported wines and beers were received in | 
advance to cover sales during the winter months. Outside storage costs for | 


the 1983 fiscal year amounted to about $750,000. | 


5 


We were advised that the Board was conducting a study to determine | 
optimum inventory levels for imported liquor to be warehoused and the 


practicability and economics of more frequent winter shipments. | 
i 

We supported this study, as the practice of warehousing wines and beer up | 
to six months in advance indicated a lack of due regard for economy, since capital | 
may be tied up in inventories needlessly and additional costs incurred for use of | 


outside storage. 


c) Warehouse Inventory — Domestic Brands 
| 

For the 1983 fiscal year, the warehouse inventory for domestic) 

brands ranged from a low of $24 million to a high of $47 million. | 


For the period ending July 17, 1982, we selected 10 high selling! 
brands for review. Our findings indicated that the average inventory values during. 
this period were 40 per cent in excess of target tables as determined by the Board. 
This results in the uneconomical practice of tying up capital in inventory 
unnecessarily and in the use of additional facilities for outside storage. | 


We therefore recommended that the Board review its current 
inventory management practices so as to determine the optimum inventory 
levels which would minimize investment in inventory and reduce storage: 
costs. | 


d) Store Development — Purchasing vs Leasing 


As at March 31, 1983, the Board operated 600 stores of which 274; 
were Owned and 326 leased. The Retail Division was responsible for store, 
development which included the activities of construction, purchase and/or } 
lease of property and layout of store premises. | 


The Board has established a Store Development Committee for the 
purpose of reviewing and considering all lease renewals, relocation of stores, 
store conversions, location surveys, the establishment and location of new 
stores and the purchase and sale of lands, buildings and chattels. 


We reviewed the process used by the Board to determine whether to 
purchase or lease a store. For the 1983 fiscal year, payments for purchasing, 


and leasing stores amounted to $1.07 million and $11.8 million,’ 
respectively. | 





Our review indicated that the Board did not have formal criteria in place to 
assist in deciding whether to purchase or lease a store. Generally, the Board tends 
to lease stores in large urban areas and buy or build stores in smaller towns) 


\ 
{ 
| 
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and rural areas. However, we understood the Board considers buying a lot 
and building a store more economical, whenever it is practical to do so. 


In our opinion, the Board should develop and use formal criteria to 
justify whether it is more economical to purchase or lease a store. 


e) Stores Fixtures 


For the 1982 and 1983 fiscal years, the Board made payments 
ualling $326,400 and $375,800 respectively, to a company for the supply 
and installation of store fixtures such as shelving and turnstiles. 


We examined 18 contracts with a total value of $394,000 awarded to 
‘this company. Of the 18 contracts examined, we found only one instance where 
competitive bids were requested. We were informed that only a relatively few 
companies were qualified, interested and willing to submit quotations for supply 
_and installation of store fixtures. 


However, we felt that bids could have been invited from other 
|suppliers to ensure due regard for economy. We noted during our audit that 
|the Board had commenced requesting quotations from three companies for 
the supply and installation of store fixtures. 


Recruitment 
a) General 


As at March 31, 1983, the Board employed 3,476 permanent and 
2,049 temporary employees. Of these 2,757 permanent and 2,030 temporary 
employees were employed in stores. For the 1983 fiscal year, total 
expenditures for salaries and benefits amounted to $117.7 million of which 
about 79 per cent related to store employees. 


We reviewed the recruitment process used by the Board for 
employing both temporary and permanent store employees. We were 
informed the Board did not have any formal documented policies, but followed the 
policies, where possible, as outlined in the Ontario Manual of Administration. 


b) Temporary Employees 


The individual store managers are responsible for the recruitment of 
temporary employees. However, criteria and procedures were not established to 
assist the store managers with the recruitment and selection of these employees. For 
example, one store manager we interviewed used the earliest application 
date on file for selecting temporary employees. 


°) Permanent Employees 


| The filling of vacant positions requires the approval of the General 
Manager of the Board. Usually, the Board grants preference to temporary 
store employees in filling vacant positions at the entry level. The applicant is 
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required to pass a written test and obtain a favourable recommendation | 
from his store manager and/or district supervisor. The Personnel 
Department usually conducts an interview and makes a selection, after | 
which an Order in Council is obtained confirming the appointment of the | 
individual. These described procedures are generally understood; however, they — | 


| 


were not documented. 


We selected a sample of 25 out of a total of 112 permanent hirings at | ) 
the entry level for the period April 1, 1982 to February 28, 1983 and | 
reviewed the recruitment process. | 
— In 11 cases, there was no evidence to indicate that employees had passed — 

a written test. 


—In 6 instances, there was no evidence of requests or approval for | 
additional staff from store managers or district supervisors. 


— In 23 positions filled by temporary employees, there was no evidence of 
letters of recommendation from store managers or district supervisors. 


—Jn addition, contrary to the Ontario Manual of Admnistration, - 
we found no evidence of: ) 


¢ screening of applicants 

¢selection interviews for applicants 
erating and ranking of applicants 

e basis for making a selection decision 


We therefore recommended that the Board develop written. 
guidelines and procedures reflecting its own operating circumstances and | 
requirements for the recruitment of temporary and permanent store 
employees. 


Acquisition/Construction of Warehouse 
a) Background 


The Board was in the process of constructing a regional warehouse 
in Whitby, Ontario. When completed, this warehouse will serve as a 
distribution centre for liquor throughout Ontario. This project ves 
scheduled for completion in the fall of 1984. 


This project was first initiated in March 1977 when the Minister of 
Consumer and Commercial Relations announced that the Board would 
build a $40 million bulk storage and distribution warehouse in Durham 
Region. | 


In July 1978, the capital costs of the proposed warehouse were 
estimated to be $52.8 million (1979 dollars). | 
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In March 1979, the Government decided not to proceed with the 


construction of the proposed warehouse facility and to review the matter at 
a later date. 


\ 
i 


| However, in May 1979, an Order in Council was approved 
authorizing the purchase of the land, at a cost of $2.04 million, on which the 
proposed warehouse facility was to be constructed. 

| In April 1980, the Government reconsidered the matter and agreed 


that a new warehouse facility should be constructed for the Board in the 
Whitby vicinity. 


In 1981, a consulting firm hired by the Board estimated the capital 
costs of this project to be $81 million, (1981 dollars) excluding the cost of 
land. The design concept for the proposed project had changed significantly 
from the 1978 submission and accounted for the substantially higher cost 
estimate. 


In January 1982, the Board approved the sum of $105 million, 
excluding land costs of $2.04 million, for the completion of construction of 
the new warehouse facility. In arriving at this amount, the Board took into 
account the 1981 estimated capital costs of $81 million plus inflation to the 
year 1984 when construction is expected to be completed. 


We reviewed the process used by the Board to monitor and control 
the construction of this warehouse facility. Overall, we found this project was 
well managed but the following area could be improved. 


9) Payments to Consultants 


The Board had hired a number of consultants to provide services, 
such as, project management, architectural and civil engineering which were 
‘equired for the construction of the warehouse facility. 


The agreements between the Board and consultants provide for 
Jayments to be made based on the consultants’ payroll costs plus a fixed 
yercentage thereof. In addition, fee for services, to a maximum, is payable 
ma fixed percentage of payroll costs. Consultants are also to be reimbursed 
‘or certain expenses incurred, such as, travel, telephone and out-of-pocket 
/Osts. The agreements permit the Board to audit the records and accounts of 
he consultants. 


| Work commenced in September 1980 and as at December 31, 1982, 
yayments totalling about $4.2 million were made for project management 
ind other consulting services related to the Durham Warehouse project. 


| Our review of the system for payments revealed that the Board had not 
Onducted an audit of the consultants source records supporting claims for 
xpenses, such as, payroll and reimbursable costs. This weakness could result in 
'verpayments going undetected by the Board. 
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We therefore recommended that the Board’s Internal Audit 
Department conduct an audit of the consultants’ supporting source records. 


Internal Controls and Compliance 


a) Private Use of Board Vehicles 


Board employees who are provided with leased vehicles are 
permitted to use them for private purposes and reimburse the Board for any 


personal mileage incurred. The reimbursement rate was 15.5¢ per kilometer — 


which had been in effect since October 1981. For the 1983 fiscal year, 
approximately $2,700 was reimbursed to the Board by employees using 
leased vehicles for private purposes. 


We noted that the Board had recently reviewed its policy and was 
considering permitting personal use of purchased vehicles as well. Also, an 


increase was being considered for the reimbursement rate charged to — 


employees using leased vehicles for private purposes. 


Usually Government policy prohibits the use of Government owned vehicles 
for private purposes. We found no evidence that approval was obtained from 
Management Board exempting the Board from this policy. 


b) Use of Employee as Chauffeur 


An employee whose job classification was that of a clerk, was 
usually assigned to chauffeur the Chairman of the Board in the conduct of 


Board business. We understood this employee was also required to perform | 


other clerical duties when not assigned to chauffeur the Chairman. 


We were informed that when the Chairman was hired, it was agreed © 


to provide him with a chauffeur. Also, previous Chairmen were also 
provided with chauffeurs for conduct of Board business. 


Generally, within the Ontario Government, chauffeurs are only permitted : 
for Cabinet Ministers. It was therefore not clear as to what authority existed for | 


assigning an employee to chauffeur the Chairman in the conduct of Board business. 


The Board’s Chairman and Chief Executive Officer replied as | 


follows on October 3, 1983: 
Planning Processes 
a) Policy Development 


“The very general statement that the Board does not have 
policies in place implies that our operation has suffered — 
yet the report failed to identify where and how. In actual fact 
the Board does have written policies in place on many of its 
management activities, e.g., a Store Operations Manual 
which covers 90% of our staff and a listing procedure policy 
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| booklet. Our Committee process ensures compliance with 

Board policies and allows us the necessary flexibility. ’’ 


| b) Operational Planning 


“It is intended that operational planning will be considered 
in conjunction with our review, of the strategic planning 
process. It should be noted however that a management 
control system, designed to measure performance is at the 
fest stage and will be implemented in the current fiscal year. 


| “With regard to the matter of the performance indicators it 
should be noted that the auditors were advised that a 
management control system designed to measure 
management performance is at the test stage and will be 
implemented in the current fiscal year.’’ 


Econom y 
Warehouse Inventory — Imported Brands 


“The Auditor’s comments show a lack of appreciation of the 
Board’s ordering procedures for imported products. 
Normally the inventories of all high volume suppliers are 
reviewed every month and orders placed if necessary. 
Although spirits can be shipped at any time throughout the 
year, wines and some liqueurs cannot be shipped in the 
winter unless they are in heated containers. In a number of 
cases, heated containers are either not available or too 
expensive to be justified. Under these circumstances the 
Board must order its requirements for late Fall, Winter and 
early Spring to arrive in the Fall.’’ 


Warehouse Inventory — Domestic Brands 


“The finding of a 40% overstocked position is based on 
inventory procedures developed in 1962. Over the years as 
conditions have changed the Board has found it necessary to 
increase stock levels to maintain required service. It was 
agreed with the Auditors that it is necessary to update the 
1962 written procedures. ”’ 


‘tore Development — Purchasing vs. Leasing 


“The location of stores involves policy decisions that 
Srequently reflect government policy initiatives. The Durham 
Warehouse was located in keeping with the Provincial 
Government’s ‘Go — East’ policy. Frequently the Board in 
response to local municipal initiatives has located stores in 
downtown areas to assist in redevelopment plans. Such store 
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locations are not always the most economic locations but the 
Board believes it is appropriate to assist municipal 
development in this way. 


“Notwithstanding the social considerations in the location of 
stores, the Board’s decisions have always resulted in the 
stores being located where they earn a profit. Where the level 
of profit is not consistent with all the considerations the 
Board must make, the store will be relocated. 


‘Tt is not too difficult to decide whether the Board should 
buy or lease a store when consideration is given to escalating 
rentals and other problems associated with lessors. Leases 
are now almost all negotiated on a net, net, net basis which 
means the Board is responsible for the same costs as it would 
be if it owned the property. Whenever a property is in 
question, our Properties Department prepares a comparative 
analysis to assist us in the decision. Each case is unique in 
itself and for this reason decisions are made at a top 
management level. ’’ 


Store Fixtures 


“Some three years ago, the problem was explained to the 
Financial Audit Group of your office, and since then there 
have been many suppliers who were invited to quote but 
refused after having submitted two or three unsuccessful 
bids. In the interest of uniformity and economy the Board 
insists on prequalification before accepting quotes to ensure 
the interchange of equipment between stores at any given 
date.’’ 


Recruitment 


“The skill base required for temporary help is minimal and 
therefore testing is not required. However, there is a routine 
for testing and assessing employees before appointment is 
made to permanent staff. As pointed out in our discussion 
notes and meetings with the auditors, the General Manager 
approves the filling of a vacancy. 


“Within the last six months the Board developed and 
published staffing standards for all stores positions which 
are subject to posting for promotion from among Board 
employees. It is intended that staffing standards for entry 
level positions will also be established in due course along 


with written guidelines and procedures for the staffing 
process.”’ 
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Acquisition/Construction of Warehouse 


Payments to Consultants 


“We agree that the consulting contract billings should be 
audited. After receipt of your report our internal audit staff 
visited the Consultant’s offices as suggested in the report.’’ 


Internal Controls and Compliance 


a) Private Use of Board Vehicles 


~ “Tt has been the policy of the Board to allow personal use of 
leased vehicles. It is the Board’s view that whether or not it is 
allowed, there will always be some personal use and 
therefore it is preferable to authorize the practice and to 
recover at current government mileage rates, some of the 
COSTS... 


bh) Use of Employee as Chauffeur 


“The car provided to the Chairman is used by him for 
business purposes and involves many situations where the 
services of a driver are required. However, since the service 
of the driver is not required on a full-time basis, it was 
decided to utilize his time more fully by having him assist in 
our Property Taxes Department. Basically it is a case of a 
clerk being used as a driver from time to time as required. ”’ 


In addition to the preceding responses, the Chairman made the 


ollowing additional comments of a general nature pertaining to both this 
nd the subsequent section of our Report: 


“Although the Reports are critical of the Liquor Control 
Board of Ontario in many areas, they are virtually without 
evidence that the areas critized have resulted in an inefficient 
operation or a reduction in revenue to the Province. A great 
deal of the criticism is directed at our non-compliance with 
Government procedures which were developed for 
Government Ministries that administer programs rather than 
for a retail and wholesale business such as our own. Our 
different mode of operation was recognized by Management 
Board of Cabinet when it allocated the Liquor Control 
Board of Ontario to a Schedule 2 Agency Status, which 
Agencies are not subject to the administrative policies 
established by Management Board of Cabinet unless the 
policies are specifically identified as applying to all Agencies. 


“Our major concern is for the efficient and effective 
operation of the Liquor Control Board of Ontario. In 
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meeting this objective, we must reflect the social goals of the 
Province which are not always consonant with maximizing 
profit. The administration of the sale of alcoholic beverages 
involves the resolution of many conflicting points of views 
and does not always lend itself to the rigidity of process that 
is frequently associated with formal written procedures. AS a 
result of the need to be sensitive to a wide range of opinions 
and circumstances, many of the Board’s policy decisions are 
made on an individual basis, having regard for the public 
interests involved. However, in view of the Provincial 
Auditor’s concerns, we have instructed the Liquor Control 
Board’s management group to review the recommendations 
in detail and to recommend any changes in the planning 
process or documentation that may be appropriate. This 
work is under way with the aid of a Management 
Consultant. ’’ 


Review of Computer Operations, Liquor Control Board of 


Ontario 


| 
\ 


During the year, an audit of the Board’s electronic data processing 
(EDP) activities and associated controls included assessments of: | 


(a) internal controls over the provision and use of EDP resources, 


| 
| 
{ 


4 


(b) management controls relating to the development anc 


maintenance of data processing systems, and 


(c) input, processing and output controls in selected. application 


systems. 


With regard to the preceding objectives, we concluded that: 


| 
f 


(a) Internal controls over the provision of EDP resources were adequate 
However, standards, policies and procedures for monitoring the use oO 


these resources were deficient. 


eRecords pertaining to the procurement, control and 
maintenance of hardware and_ associated computer 
equipment were satisfactory. 


¢ System performance was not being monitored. 


° There were no standards against which management could 
measure productivity. 


¢ Job descriptions were not complete or accurate. 


¢ The training for personnel needed further attention. 
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(b) System development standards were adequately documented, although 
compliance therewith was deficient. 


¢ Management approvals were not being obtained for system 
development phases. 


¢ The system for accumulating project costs did not provide 
sufficient information to assist management in the decision 
making process. 


¢ Procedures for making changes to existing systems were not 
being complied with. 


(c) Internal controls built into the application systems selected for review 
were satisfactory. We did, however, note a _ deficiency in 
documentation. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The Board’s EDP expenditures for fiscal years 1981 and 1982 were 
$1.81 million and $2.06 million respectively. The EDP budget for 1983 was 
$2.05 million. 


All data processing activities are carried out by the Data Processing 
Department of the Planning and Technical Services Division. The 
responsibilities of this department are to direct and coordinate all systems 
development, programming, and computer operations for the Board. 


The Board has its own large mainframe computer. This equipment 
was installed and leased in December 1979 and purchased in March 1982. 
All computer systems are processed ‘‘in-house’’ and no external or service 
bureau facilities are utilized for processing. 


Provision and Use of EDP Resources 
a) Hardware 


We examined the records for the procurement and control over 
iardware and associated computer equipment. These records were accurate 
ind up to date. Maintenance contracts were in effect for the equipment and the 
€rms and conditions of these contracts were being complied with. 


») Systems Software 


The close monitoring of systems performance can provide useful 
nformation to management concerning the efficiency and effectiveness of 
)perations. It can also provide tangible assistance in determining training 
\eeds, new hardware and software requirements, work load scheduling and 
source allocation. 
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Systems performance was not being monitored on a continuing basis and no 


records were being maintained. However, at the time of our audit a new release 


of the operating system was being installed and tested. We were advised that | 
once this system had ‘‘settled down’”’ system performance monitoring would © 


be undertaken. 


c) Personnel 
Management controls over the personnel resources used in the data 


processing area required strengthening. Job descriptions were not available for — 


all positions and those that were available did not reflect the actual duties being 
performed. Several of the staff stated that they had never seen their job 


descriptions. 


There was no formalized training program for the data processing staff. In | 


addition personnel in supervisory positions related that they had not 


received any training in ‘‘people skills’’. 


An effort was made in 1980 to organize management training for 


project leaders and supervisors but this has not been continued. Turnover — 


and recruitment of new personnel plus a heavy work load caused this 
program to lapse. 


Few systems software personnel were technically knowledgeable in 
the on-line and data base management systems areas. Personnel turnover, 


14 new staff in a complement of 21 had been hired within the past 2 years, | 
could have contributed to this situation. However, the implementation of a_ 


formalized training program could help to alleviate it. 
We therefore recommended that: 


—job descriptions be written, approved and made known to all 
personnel; 


—a management and technical training program based on individual | 


needs be instituted. 


Development and Maintenance of Data Processing Systems 


a) Standards 


A Data Processing Standards manual was written in 1975. The 
standards required that, ‘‘each phase is to end with a formal report to the’ 


management of Data Processing and the functional area. Management will 
review the results of each development phase and authorize in writing the 
start of the next phase’’. 


We selected 15 projects, based on their financial impact and 
development costs, out of approximately 40, for compliance with the 
standards. Of these 15 projects: 


} 


' 
| 
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— 4 were operational systems; 

— 6 were maintenance projects; 

— 1 was a major system conversion; and 
— 4 were systems under development. 


Our tests showed that the standards were rarely adhered to and 


‘Management controls were weak. We were unable to locate the following 
documents in most cases: 


— feasibility studies describing alternative options; 
— cost/benefit analysis for the option selected; 


— detailed project and implementation plans by which management 
could monitor cost/performance achievements; and 


— post-implementation reviews affirming or otherwise that expected 
Objectives had been met to management’s and the user’s 
satisfaction. 


We recommended that management review the standards to 
determine if they were applicable for today’s developmental environment, 


and establish the necessary procedures to ensure compliance with the 
standards. 


b) Project Cost Accounting and Control 


An essential element of project control is the provision of 
meaningful information to management upon which they can make timely 
decisions concerning the project. Such questions as: Is the project on 
schedule and within budget? Are additional resources required? Should the 
project be amended or cancelled?, etc., can only be answered if accurate and 
-omplete figures are available. 


In our opinion, the method of accumulating project costs did not provide 
‘he required information. Specifically: 


— budget figures for the various development phases were not input 
into the system; 


—all actual costs incurred for each project were not accumulated on 
a phase by phase basis; 


— comparisons of costs to budgets were not possible; and 
— little useful management information was provided. 


We therefore recommended that management establish a project 
‘Ost accounting system to provide the information upon which management 
Ontrol can be exercised. 
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c) Changes to EDP Systems 

Procedures for instituting changes to EDP systems were described in | 
the Data Processing Standards manual. The manual states that ‘‘requests | 
for major changes or revisions to a system are handled like new projects | 
according to the systems analysis standards”’ i 

We reviewed the procedures and found them to be adequate. However, our | 
compliance tests showed that these procedures were generally not adhered to. 
Specifically, we noted instances where: 


formal authorization for system changes was not obtained; 


— documentation was not updated after the changes had been. 
implemented; ) 

—the tasks of programming changes, implementing and testing | 
these changes were not properly segregated; 

—emergency changes were not subject to user testing, user review | 
and approval and were not incorporated into documentation | 
updates. 

We recommended that management take corrective action to ensure | 

that the procedures are adhered to. 


Controls in Application Systems | 


We selected two application systems for a detailed review of the 
input, processing and output controls in each. The two applications were: 


1) Domestic Receiving System; and 


2) On-line Distribution Centre System (DICE). | 
a) Domestic Receiving System | 

The Domestic Receiving System, implemented in 1981, consisted of. 
a series of on-line modules that interface with the Warehouse Receiving: 
System which became operational in the early 1970’s. The purpose of these. 
new modules was to provide accurate and rapid updates to the warehouse 
data base as domestic shipments were received. | 


We examined the internal controls in this system and were satisfied that 
these were complete, accurate and functioning in accordance with the user’s. 
requirements. | 


Documentation for this system was good and consisted of: 
— Terminal User’s Guide; 

— Warehouse User’s Guide; 

— Computer Operator’s Manual; and 


—9 Volumes of Program Documentation. 
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b) On-Line Distribution Centre System 


This system was implemented in the early 1970’s. It consisted of 
both on-line order entry and batch modules which produced daily reports, 
invoices and stock transfers from the warehouse to the distribution centre. 


We examined the internal controls within this system and found them to be 
satisfactory. 


Documentation for this system was below Standard. The system manuals 
were not current and included programs and transactions codes which had been 
discontinued. Programming manuals were not up to date and did not reflect changes 
that had been made over the years. 


While we appreciated that updating documentation is an Onerous 
task that often gets overlooked under pressure of more challenging 
assignments, we felt that accurate documentation is an essential ingredient 
of every system. 


We recommended that procedures be established to ensure that 
documentation is kept up to date as changes are made to application 
systems. 


On October 3, 1983 the Board’s Chairman and Chief Executive 
Officer replied as follows: 


Provision and Use of EDP Resources 


Systems Software 
“Systems performance is measured but the tools available 
are quite different, and far less sophisticated, than those 
provided with the equipment used by large, multi-user, data 
centres.’ 


Personnel 


“. .. The Board is of the opinion that job descriptions for 
EDP personnel are in place, are accurate, and are available, 
on request, to employees. 


“During the fiscal year 1982/83, the Board spent $21,897 on 
technical training for EDP personnel. The immediate need 
for such training was considered a high priority to improve 
the efficiency and effectiveness of the operations. 
Management training needs will be assessed and considered 
ata future time.’’ 


evelopment and Maintenance of Data Processing Systems 


standards 
“The Board is making a major investment in the Durham 
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Project. To support this facility a number of operational 
computer systems are in development and are absorbing the | 


majority of the Systems staff's time. 


“These systems were part of the initial design of the 
warehouse and were included in the feasibility study for the 
complete project. The costs are included in the Board- 
approved capital budget. Furthermore, all designs and 
implementations are formally approved by User 
Management. 





“‘Nonetheless, in future projects we will adhere more closely 
to our development standards. ’”’ 


Project Cost Accounting and Control | 


“EDP projects are controlled in terms of estimated against : 
actual time spent. This can easily be translated into costs by 
the application of current salaries. Since the Systems 
department does not control salary levels the application of | 
time is a more stable control indicator. ”’ | 


Changes to EDP Systems 


“The staff and procedures for the maintenance section were | 
in the process of change at the time of the Audit. Our new 
procedures will address the concerns mentioned in the audit 
report.”’ 


Controls in Application Systems 
On-line Distribution Centre System 


“We assume that the comments concerning manuals for the 
Distribution system refer either to some programs developed 
in 1968/69, which do not meet current standards, or a series 
of on-line product and inventory enquiries. In the latter case 
the enquiries were developed as part of another system. We | 
felt that they were general purpose in nature, and sufficiently | 
user friendly that operating manuals were not necessary. | 


“We have and will continue to strive to improve 
documentation. ”’ 


i 
4.7 Lack of Economy re Consulting Services, The Live Stock 
Financial Protection Board | 
The Live Stock Financial Protection Board was established as a 
corporation without share capital effective September 1, 1982 by regulation: 
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made under the Farm Products Payments Act. The Board was constituted to 
administer The Fund for Live Stock Producers, which was established under 
the same regulation to protect producers and other sellers of beef cattle 
against loss through default in payment by dealers. Operations for the seven 
months ended March 31, 1983 consisted of receipts of $567,000, including a 
$25,000 grant from the Ministry of Agriculture and Food, and 
disbursements of $71,000 resulting in a Fund balance of $496,000. 


In our opinion, there was a lack of due regard for economy in connection 
with the engagement of consultants. 


To assist in the start-up of the new program, two public accounting 
Irms were appointed to design a system for licence application control and 
O assess the financial position of the applicants based on financial 
nformation submitted by them. For this service, the Ministry of Agriculture 
ind Food paid approximately $200,000 on behalf of the Board. The 
ollowing problems were noted: 


° Over $34,000 was spent on computer programming and service bureau 
costs. This system proved unreliable and was abandoned and replaced by a 
Ministry microcomputer programmed by a summer student. 


eMost of the licensing application review procedures were 
performed by employees of the accounting firms. Approximately 425 
applications were processed and the total amount charged for this service 
was approximately $117,000 or $275 per application. 


This work was performed primarily by chartered accountancy student 
trainees whose time was billed to the Board at rates of $35 to $55 per hour. 
We understood that this work is presently being handled quite capably by 
the Board’s internal administrative staff. 


¢The original fee estimate for the application review work was based 
on about 1,200 applicants, yet only about 425 applications were 
actually processed by the accountants. There was no significant 
adjustment in fees charged due to the lower number of applications 
received. This may have been partially due to the fact that the 
number of accountants assigned was often disproportionate to the 
actual work available. 


Although the preceding matter had been reviewed with officials of 
le Board, no formal report had been issued as at September 30, 1983. 
erefore, we are not able to present the Board’s views on the subject 
latter. 
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4.8 Lack of Competitive Bids re Advertising, Ontario Lottery 

Corporation 


This Corporation was established to develop, undertake, organize, - 
conduct and manage lottery schemes. The Corporation’s audited financial 
statements for the year ended March 31, 1983, which are reproduced in. 
Volume 2 of the 1982-83 Public Accounts, reflected total assets of $59. | 
million, with corresponding liabilities. Revenue for the year was $512.3 
million, and expenditure totalled $348.8 million. | 


Since the Corporation’s advertising expenditures for the 1983 fiscal | 
year totalled approximately $17.3 million or 31 per cent of the} 
Corporation’s operating expenses, we reviewed the marketing department’s 
operations. Our review concentrated on Wintario, Lottario and the: 
Provincial, the three games which had the largest advertising expenditures 
(totalling approximately $13 million). 


From our review, we found that: 
¢ An advertising agency was selected without competitive bids. 
¢ Subcontractors were selected without obtaining competitive bids. 


e More effective advertising may have resulted by pretesting a new 
game feature of Wintario. | 


Selection of Advertising Agency 


In June 1982, a new on-line game, Lotto 6/49, was launched. We 
noted that competitive selection procedures were not used when hiring the 
advertising agency handling this game. 

We felt that, particularly in light of the magnitude of advertising 
expenditures, that other agencies should have been allowed the opportunity 
to present their qualifications. Accordingly, we recommended that for all 
future contracts: 


(a) all major advertising agencies be requested to outline their 
interest and qualifications; and | 


(b) at least three agencies should be invited to give capability 
presentations to an agency review committee with each agency 
being evaluated based on predetermined selection criteria. 


Subcontracting of Advertising Productions 


During the 1983 fiscal year, approximately $600,000 in advertising 
production costs was subcontracted by the Corporation’s advertising 
agencies to other companies. We noted that on a number of occasions production 
costs in excess of $5,000 each were incurred without obtaining competitive bids fron 
other possible suppliers. We also noted that one agency subcontractet 
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_ approximately $50,000 of work to two of its sister companies. Since the agencies 


were paid a commission based on the cost of materials and services 
purchased, there was little incentive for them to acquire these at the lowest 
price. 


During the course of our review we were pleased to note that the 
Corporation instituted production estimate forms to be completed by the 
agencies pertaining to supplier quotations received. These forms will be 


| submitted by the agencies to the Corporation for approval. 


Pretesting New Features 


We noted that the Corporation normally determines the possible 


impact that a change in a game may have on a consumer’s playing behaviour 


_ by pretesting all new significant game features. As a result of this pretesting, 


a new feature may be introduced, changed or even dropped if it is evident 


_ the change has minimal player appeal. If a new feature has minimal player 


appeal, the Corporation could save the advertising expenditures allocated to 


this feature. 


In April 1982 the Corporation introduced ‘‘Snowball’’, a new 
feature of Wintario. Although approximately $1.9 million was spent for 
production and media costs to promote ‘‘Snowball’’, we noted that this feature was 


not pretested by the Corporation prior to its introduction. In December 1982 
_“Snowball’”’ was dropped due to a lack of appeal to players. 


While we understood that a significant portion of the $1.9 million 


would still have been spent on sustaining interest in Wintario, we 
‘recommended that all significant game changes or new features requiring 
significant advertising expenditures in order to promote the new feature be 
_pretested prior to implimentation. 


The foregoing comments were transmitted to the Corporation on 


September 30, 1983. Since the corporation has not had an opportunity to 


respond to our comments, we are unable to present its views on the matters 


Taised. 


4.9 Lack of Coordination re Future Pod Advertising, Ontario 


Place Corporation 


The Corporation’s audited financial statements for the year ended 


March 31, 1983, are reproduced in Volume 2 of the 1982-83 Public 


Accounts. The Corporation’s objects include the operation of Ontario Place 
as a provincial exhibit and recreational centre, and the development of 
projects and programs designed to provide the people of Ontario with a 
‘greater appreciation of the Province. 


A 
| 
| 
| 
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During our current year’s audit, we noted that advertising expenditures 
were not reduced as a result of Future Pod advertising funded by BILD. 


During the year ended March 31, 1983, advertising expenses of the 
Corporation totalled $1,048,000. In addition, $348,000 for Future Pod was 
funded by the Board of Industrial Leadership and Development (BILD). 


A memorandum of agreement between the Ministry of Tourism and 
Recreation and the Corporation stated that all advertising related to Future 
Pod would be coordinated with the Marketing Department of Ontario 
Place. However, we noted that, in practice, the advertising effort for Future 
Pod was conducted with little consultation with the Corporation’s 
Marketing Department. 


Since Ontario Place’s regular advertising and the advertising for 


Future Pod were both ultimately directed at encouraging people to visit | 


Ontario Place, advertising should have been coordinated to ensure 
maximum value for advertising dollars spent was achieved. In addition, we 
felt a coordinated effort should have enabled Ontario Place to reduce its initial 
budgeted advertising expenditures given the exposure resulting from the Future Pod 
advertisements. 


The Chairman of the Corporation replied as follows on September | 


Pa File so 


“During the summer of 1982, the Board of Industrial 
Leadership and Development sponsored and funded a new 
high technology exhibit at Ontario Place. A portion of the 
funds allocated by BILD to this exhibit was for the express 
purpose of conducting a distinct Future Pod advertising 
campaign to satisfy the following objectives: 


—to implement a strong start-up media campaign to create 
and sustain consumer awareness of Future Pod as an 
_ exhibit housed at Ontario Place. 


—lo permit the development of media creatives specific to 
Future Pod establishing its unique identity as a state-of- 
the-art technology exhibition. 


BILD’s advertising expenses associated with Future Pod 82 
were $347,957, 


“Ontario Place Corporation strongly contends that BILD 
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funds devoted to Future Pod advertising should not be 
considered as part of the Corporation’s advertising expenses. 
The Corporation’s own advertising expenditures increased 
by only 9.9% from $954,368 in 1981 to $1,048,814 in 1982. 
This was actually below the average inflationary media rate 
increase of 12.2% for the same year. 


“Tt is important to note the administrative arrangements 
which pertained to BILD’s Future Pod expenditures to place, 
in context, the role of Ontario Place’s Marketing 
Department in Future Pod’s 82 advertising campaign. 
Signing authorities for the appropriation of BILD monies 
related to Future Pod, including expenses related to 
advertising, were with the designated co-ordinator of the 
BILD Future Pod project, Ministry of Tourism and 
Recreation’s Executive Co-ordinator, Advertising and 
Promotion Services Group and the Future Pod Project 
Manager. As per the memorandum of agreement between 
the Corporation and the Ministry, the Corporation’s General 
Manager and Secretary-Treasurer had co-signing authority. 


“In 1982, the Corporation’s Marketing Manager did not 
have signing authority for Future Pod advertising expenses. 
Effective 1983, the sole administration and control of Future 
Pod budgets was assumed by the Corporation with the 
Marketing Manager acting as signing authority for all 
requisitions related to advertising. 


“Notwithstanding the administrative arrangements in effect 
in 1982, the Corporation’s Marketing Manager was involved 
in the approval process for the Future Pod media buy and 
was advised of the type of creative purchased. This level of 
participation by the Corporation ensured an appropriate fit 
between the campaigns executed for Future Pod and the 
general site. 


“In addition, to maximize the economies of Future Pod 
media purchases, the television and newsprint buys were co- 
ordinated and integrated with those of the Corporation. For 
example, television ads were placed on behalf of the 
Corporation with weekly ad weightings determined by the 
respective budgets, and Future Pod newsprint ads ran on 
weeks when site advertising was not placed. 


“‘The Corporation believes that the co-ordinated, but 
distinctly managed advertising campaigns for Future Pod 
and Ontario Place during 1982 achieved maximum results 
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for both attractions, and was necessary to Future Pod’s 
initial success. ”’ 


Irregularities re Engagement of Consultants and Other 
Matters, Ontario Waste Management Corporation 


This Corporation was established on July 3, 1981 under the Ontario. 


Waste Management Corporation Act, 1981, to research, develop, establish, 
operate and maintain facilities for the transmission, reception, collection, | 


examination, storage, treatment and disposal of waste, including sewage. | 


The March 31, 1983 combined audited financial statements of the 
Corporation and its inactive predecessor, the Ontario Waste Management | 
Corp., disclosed total assets of $1,206,000 with offsetting liabilities of | 
$905,000 and a surplus of $301,000. Revenue for the year (including grants | 
of $4,900,000 from the Province) was $4,917,800, and expenditure totalled. 
$4,828,000. 


Our current year’s audit report to the Corporation highlighted the 


following matters: 


¢Editing and transcription services were not being obtained 
economically. 


e There were irregularities, including the lack of competitive bids, 
in connection with the engagement of consultants. 


e New salary arrangements were made for the Chairman effective 
March 1, 1983. 


e No action had been taken to recover salary overpayments noted 
during the course of our audit. 


e Boardroom chairs were purchased at an excessive cost. 


HIRING OF CONSULTANTS 


We noted a number of instances where competitive bids were not 


obtained when hiring consultants. 


1. The Corporation retained a consulting firm to prepare job 


descriptions and to recommend salary ranges for the’ 
Corporation’s employees. Total payments to this firm amounted 
to $30,795. With respect to this assignment, we noted that: 


(a) virtually all of the services from this firm were provided by the. 
Vice-President at a fee of $1,300 per day; | 


| 
(b) no competitive bids were obtained from other suppliers. We 
understood that this consulting firm was recommended by a member) 
of the Corporation’s Board of Directors. | 
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2. Another firm of consultants was engaged to establish the rationale 
for facilities system selection and to provide assistance in the 
evaluation or development of the Corporation’s corporate plan. 


With respect to this assignment, we noted that: 


(a) initially these tasks were to be performed for approximately $22,000. 
However, this had evolved into a longer term arrangement with 
expenses for the 1983 fiscal year totalling $111,000. 


(b) the firm was hired without obtaining competitive bids from other 
suppliers. We understood that this firm was recommended by one of 
the Corporation’s employees. 


3. During the year the Corporation moved its offices to larger 
premises. An interior design consultant was paid approximately 
$27,000 to prepare designs for the new office space and to review 
and approve the cost of the improvement. 


The services of an architect were offered by the landlord, at no cost to 
the Corporation but the Corporation believed that the outside consultant 
would provide a better quality product. The selection of the consultant 
was not based on competitive selection procedures. We were informed 
that the consultant had been recommended by an employee of the 
Corporation. 


4. We noted that the Corporation retained a consultant to set up 
in-house recruiting procedures and to conduct interviews for the 
position of Corporation Planner. The Corporation paid a fee of 
$12,600 to this consultant for this work. 


We were unable to find any evidence that this job was subject to 
competitive selection procedures and were informed that this consultant 
was also recommended by a member of the Corporation’s staff. 


5. The Corporation paid a production company $10,100 to produce 
audio and video tapes of the Corporation’s press conferences. We 
noted that competitive selection procedures were not followed when 
acquiring this service. 


We understood that this company would continue to be used for future 
productions. 


We recommended that controls be strengthened to monitor the 
ropriety of such transactions and to ensure that the Corporation acquires 
uch services in the most economical manner. We further recommended that 
i formal written policy be adopted requiring competitive bids for hiring 
Onsultants. In our opinion, the requirements in the Ontario Manual of 
Administration were reasonable and could be used as: a guideline in 
leveloping an appropriate policy. 
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EDITING AND TRANSCRIPTION SERVICES : 


We noted that the Communications Department was using an. 


outside consultant to provide editing services at a rate of $35 per hour, 
Payments to this consultant totalled $22,295 during the current year. We 
could find no evidence of competitive bids being received from other possible | 
suppliers and were advised that this consultant had been recommended by an 


employee of the Corporation. 


In addition, the Corporation was using external services at a cost of 
$20 per hour to transcribe tape recordings of meetings. Payments for this. 
service amounted to $13,379 during the 1983 fiscal year. Subsequently, the 
Corporation commenced using a stenographer to provide this service at a 
cost of $125 per day for jobs in Toronto and $135 per day for jobs outside of 
Toronto. An additional $20 per % hour is paid for time worked after 5: 00. 


p.m. Payments for this service totalled $12,193 during the 1983 fiscal year. | 


We were advised that the Communications Department, which. 
consisted of four officers (excluding the Director) and three secretaries, did 
not have the time to perform these services internally. 


To ensure that the Corporation is receiving the best service for the; 
least cost, we recommended that the Corporation consider hiring someone: 
on contract or hiring GO Temp to provide these services if they could not be 
handled internally. | 


OTHER MATTERS 
Remuneration of Chairman 


In our prior year’s report, we noted that per diem payments made, 
directly to the Chairman and salary reimbursement payments made to the, 
University of Toronto on the Chairman’s behalf totalled approximately 
$100,000. We suggested that the Corporation review these arrangements to 
ensure that they were appropriate in the circumstances. 


The Corporation subsequently advised us that ‘‘at a number of | 
meetings of the Board of Directors ... resolutions were approved. 
unanimously confirming and Sone the remuneration arrangements for 
the President (Chairman) . 


During the current fiscal year up to February 28, 1983 the Chairman 
continued to receive a per diem allowance of $225 for attendance at Board 
of Director meetings and one-eighth of this per diem for each hour 
otherwise engaged upon the business of the Corporation. | 


As of February 28, 1983, the Corporation had incurred per diem 
expenses of $62,650 or an average of 25 days per month of per diem charges. 
The Corporation also made salary reimbursement payments to the 
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University of Toronto on the Chairman’s behalf of $50,300 to December 31, 
1982. We understood this arrangement was discontinued as of this date. 


Effective March 1, 1983, the Board of Directors approved a salary for the 
Chairman of $105,000 per annum exclusive of pension and related benefits, and a 
$200 per month car allowance. 


Non-Recovery of Salary Overpayments 


During our review of salaries we noted that the Corporation had 
made an error in the calculation of the retroactive salary awards. This error 
which the Corporation was initially unaware of, resulted in an Overpayment 
to three employees totalling $1,224 and was not subsequently recovered 
from the employees. We questioned the Corporation’s decision not to recover 
these overpayments. 


Boardroom Chairs 


The Corporation purchased twenty-two chairs at an average cost of 
$761 per chair. We noted that top of line executive chairs could be purchased 
through the Ministry of Government Services for $279 to $513 per chair. 


While we understood that the Corporation felt the price was justified 
based on the comfort and durability of the chairs, we questioned whether 
due regard for economy was exercised with respect to this purchase. 


On September 15, 1983 the Corporation’s Chairman and President 
replied as follows: 


Hiring of Consultants 


‘The Corporation agrees with the provisions outlined in the 
Ontario Manual of Administration and is now using these as 
guidelines in developing appropriate long term policies and 
procedures. In the meantime the corporation has 
implemented interim procedures. 


“Regarding the use of a consulting firm to prepare position 
descriptions and to recommend salary ranges for OWMC 
staff, OWMC retained the services of one of the firm’s vice- 
presidents because this individual was regarded as the most 
appropriate to carry out the tasks assigned by OWMC in the 
early developmental stages of personnel recruitment and 
staff evaluation. The Corporation is satisfied that a high 
calibre of advice and service was received through this firm. 
The Corporation accepted the recommendation of one of its 
Directors, who is a senior personnel specialist in industry, to 
adopt the Hay System of job evaluation and position 
description. The selection of the consulting firm logically 
followed this basic decision. 
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“Regarding the firm of consultants retained to assist in the | 
development and evaluation of the OWMC Corporate Plan, | 
it was felt that the small OWMC management team could ! 
benefit from consulting on an urgent basis with the firm's 
principal, who has an unusual blend of qualifications and 
experience. In addition to experience in organizational 
planning and strategic planning, it was believed that 
familiarity with the Site Selection Process which was being 
developed by the Corporation would be an additional | 
advantage. It was this additional strength that led to the firm | 
being retained beyond the original task of assisting with the | 
corporate development, and excellent value was received 
from this extension of the original task at a critical time in 
the OWMC facilities development program. This work was 
completed satisfactorily and the consultant is not presently 
engaged by OWMC. 


“With respect to the use of an interior design consultant 

other than the architect offered by the landlord, the use of 

this consultant to check that construction costs quoted by the | 
landlord were reasonable was essential to the quick 
completion of the job. This consultant also offered a better 

floor design. The recommendation by a member of the | 
Corporation’s staff was based on his experience with similar | 
work performed by this consultant prior to the staff member 
Joining OWMC. 


“Tt is agreed that the selection of a consultant to recruit the 
Corporate Planner and to establish recruitment procedures 
was not subject to a formal competitive selection process. 
The consultant was screened by the Corporation’s General 
Manager and Personnel Assistant in order to confirm that 
this individual could provide the high quality services 
required by the Corporation on an urgent basis. 


“The audio production company referred to in the Audit 
Report was recommended to us by our Communications and 
Media Relations consultant, who has had over thirty years 
experience in producing audio and video tapes. He 
recommended this firm because of its demonstrated technical 
ability and competitive pricing. No decision has been made | 
fo continue to use this firm for future productions, ! 
particularly corporate film production. The selection of 
firms for future work will conform to the corporate policies 


referred to above and to the Ontario Manual of : 
Administration. ’’ | 
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Editing and Transcription Services 


“The editing services provided to OWMC’s 
Communications Department were required at a time 
(August 1982) when no such editing capabilities existed 
within the Corporation. The selection of this individual was 
done following inspection of the current file on resumes 
obtained from the Coordinator, Communications Policy, 
Cabinet Office, Government of Ontario. In addition, only a 
portion of the total fees paid to this consultant were for 
editing services. Following his editing of the Phase I Report, 
he began working with the Corporate Planning staff on 
Phase II planning issues, and assisted in the planning and 
drafting of the Phase II Report. 


‘Following the release of the Phase I report, in September, 
1982, it was decided to record the discussions at all public 
meetings, after seeking the advice of the Corporation’s legal 
counsel. This involved forty-five separate meetings held on 
six different days. Each meeting lasted approximately one 
hour and a half. With only three secretaries in the 
Communications Department, it was not possible to 
transcribe these tapes internally. In addition, this work 
occurred over a very concentrated period of time, and was 
not spread out evenly over the calendar year or a major 
portion thereof. This precluded the recruitment of a contract 
employee for this purpose. 


‘Following the release of the Phase II report in January, 
1983, it was decided to retain the services of a court 
stenographer. The reasons stemmed from the poor quality of 
the tape recordings of the earlier Phase I meetings, the long 
delay in obtaining transcripts of these meetings, and our 
counsel’s advice that accurate transcripts were needed in the 
event that they were required at the public hearing. In 
addition we realized that this would again be a concentrated 
period of work, and would not be spread out evenly over the 
remaining months of the year. For all these reasons, we 
retained the services of a professional court stenographer, 
following a detailed survey of companies and individuals 
trained to take verbatim transcripts by hand.”’ 


Remuneration of Chairman 


“Early in 1983 a leading consulting firm in the field of 
executive compensation conducted a detailed review of the 
position of President. The Salary and Benefits Committee of 
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that: 


the Board, and subsequently the full Board, unanimously 
approved the salary level of $105,000 without benefits, 
effective March I, 1983, a figure substantially below that 
recommended by the consultant. However, this was a 
tentative, interim act and the salary of the President is still 
under review. A final resolution of this matter is expected by 
November 1983.’ 


We were subsequently advised by the Chairman and the President | 


«on September 30 it was agreed that the base salary will 
be $80,000 per year, effective last March 1. In addition, there 
will be a payment in lieu of benefits of $8,000 and an 
executive car provision of $4,800. This, I believe, is 
consistent with the compensation arrangements for the 
senior deputy minister level. ”’ 


Non-Recovery of Salary Overpayments 


‘Arrangements have been made to recover the salary 
overpayments to which reference is made. ”’ 


Boardroom Chairs 


4.11 


incorporated as a private company on March 10, 1921. Its outstanding 


“The chairs purchased for the OWMC Board Room were 
selected from several designs that were submitted. The price 
of the chairs reflected their degree of durability and the 
purchase was made after consideration of their suitability 
and regard for economy over the long term.”’ 


Potential for Increased Economy and Efficiency re Operation 


of M.S. Chi-Cheemaun, The Owen Sound Transportation 


Company, Limited 


The Owen Sound Transportation Company, Limited was 


capital stock was purchased by the Ontario Northland Transportation 
Commission in October 1973. Since that time, the Company has operated as’ 


a wholly-owned subsidiary of the Commission, providing a ferry service (the 
M.S. Chi-Cheemaun) for passengers and vehicles between South Baymouth 


on Manitoulin Island and Tobermory. 


As at December 31, 1982, the Company’s assets totalled $7. 62 
million. Revenue for the year was $3.71 million and expenses were $3. 66 


million, resulting in a net income of $54 thousand. 


| 
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A portion of our December 31, 1982 audit pertained to an assess- 
ment of the operations of the M.S. Chi-Cheemaun from the standpoint of 
economy and efficiency. In this regard, we concluded that improvements in 
economy and efficiency were required. In our opinion: 


¢ The sailing season was too long. 
¢ The winter lay up was too costly. 


¢ The size of the crew was in excess of needs. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The M.S. Chi-Cheemaun operates from Tobermory on the Bruce 
Peninsula to South Baymouth on Manitoulin Island covering a distance of 
15 kilometers over a period of 1 hour and 45 minutes. The total capacity of 
the vessel is about 140 cars and 600 passengers and features a 230 seat 
safeteria, a lounge and tuck shop. 


The sailing season runs approximately from the last week of April to 
he middle of October each year and is divided into 2 operating cycles as 
‘Ollows: 


(i) The spring and fall cycle, when two round trips are made daily, 
is from the opening of the season to the middle of June and from 
the first week of September to the end of the season respectively. 


(ii) The summer cycle, when 4 round trips are made daily, is from 
the middle of June to the first week of September. 


In 1982 the vehicle and passenger fares accounted for approximately 
32 per cent of the Company’s total revenue and the balance was accounted 
or by the cafeteria, lounge and tuck shop sales. Approximately 86 per cent 
of the revenues were earned during the months of June, July, August and 
september. 


Salaries and fuel accounted for approximately 70 per cent of the 
Otal operating costs of the vessel excluding depreciation. Most staff 
nembers of the Company are employed only for the duration of the sailing 
eason. Therefore, the costs in general vary directly with the length of the 
ailing season. Additional staff are hired during the busy summer cycle. 


ailing Season 


In 1982 the sailing season opened on April 23. During the first 8 days 
f Operation the ferry carried an average of 37 persons per crossing. This 
epresented very low usage of a ferry which can accommodate 600 persons. From 
nformation obtained from the Company we estimated the marginal 
)perating expenses to be $56,000, revenues to be $26,000 (passengers 
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$9,000, vehicles $12,000, cafeteria $5,000) and the operating loss to Be 
$30,000 for the period. This amount would have been saved had the ferry not. 


sailed during this 8 day period. 


In our opinion there was scope for further cutback. We were advised by 
Company officials that the volume of traffic in early May is also very small, thereby | 
making it impossible to break even. They also stated that $70,000 could be. 

saved by reducing the season by two weeks. Only 7.4 per cent of the 1982 
revenue was earned in the month of May. The matter of the effect on the 
local economy could perhaps be decided in consultation with local motel) 
owners and tour operators. One local motel owner and tour operator stated | 
that the volume of traffic is not enough until late May to have any impact on 
his operations. 


We understood that in 1983 the company delayed the opening of the 
season until April 29 and also reduced the duration of the summer cycle by 
one week. 


Winter Lay Up 


The vessel was designed to operate year round with no lay up period. | 
However, the M.S. Chi-Cheemaun is regularly laid up between mid October. 
and the following April. 


As designed, the piping system of the ferry cannot readily be drained) 
and therefore cannot be laid up without heat during freezing temperatures. | 
To do so would cause damage to the piping system and also significant 
damage to valuable electrical equipment through leaks in the piping system. 


In order to prevent the system from freezing, heat is maintained | 
throughout the vessel during the winter months by running one or both of its, 
diesel fired water boilers, as required. During the winter of 1981-82 such heating, 
costs totalled approximately $65,000 in fuel alone. Future costs were expected to. 
increase as fuel prices rise. Our discussion with other ship operators and the 


ship builder at Collingwood indicated several alternatives as follows: 


(i) Survey the entire ship and install drain plugs at all strategic 
locations to permit annual draining at minimal cost. The: 
capital cost of survey and installation of drain plugs was 
estimated to total $200,000 to $250,000. | 


(ii) ‘“‘Blow out’’? the contents of the pipes with forced air, 
preferably from the ‘“‘top down’’. This method would not: 
require a survey but the annual cost would be in the range of 
$10,000 to $15,000. The problem with this method is that, if 
any part of the piping system (low points) is bypassed, the’ 
damage could be extensive. However, the risk could be 
minimized by injecting alcohol or anti-freeze into the piping 
system after the blow out, which would settle at the low points: 
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and prevent freezing. The additional cost of alcohol would be 
about $1,000. 


| (ii) Use a combination of (i) and (ii) above. Survey and install drain 
plugs in some areas of the ship where there is equipment of 
| significant value and blow out others to avoid Significant 
capital costs. 


(iv) Install thermostatic controls to regulate heat in different areas 
of the ship at different required levels to minimize wastage. 
However, it was difficult to quanitify the exact Savings, 
although it was estimated to be approximately 33 per cent or 
$22,000. The cost of installing the thermostats would be 
between $10,000 and $15,000. 


We felt that there was a potential for significant cost Savings over the 
remaining life of the vessel which was estimated at 20 years. Even the first and 
most expensive alternative of surveying the boat and installing the drains at 
$250,000 would pay for itself within 4 to 5 years. However, we 
acknowledged that, to avoid damage to sensitive electronic equipment, some 
yarts of the boat would have to be heated during the winter, such as the 
angine Room and the Bridge. Space heaters or other less costly methods 
2ould be employed for this purpose. 


| We recommend that the Company undertake a detailed study with 
he intention of reducing heating costs during the winter lay up months. 


Ize of Crew 


The Canadian Coast Guard administers the Canada Shipping Act 
ind the regulations and certifies ships for sailing. In accordance with these 
uthorities a minimum number of crew members has been determined to 
perate the ferry. The crew which operates the ferry i is composed partly of 
Management, non-union staff and union members. 


The following is a comparison of the actual numbers of crew 
nembers carried on the ferry in 1982 with the numbers designated by union 
ontracts and with minimum numbers required under the preceding Act. 


Spring/Fall Summer 


Minimum per Canada 


Shipping Act 43 43 

Complement 
— union members per agreements 39 60 
— non-union members di aey 
50 ve 


Actual 55 71 
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Five crew members in excess of the number agreed upon with the union. 
were carried during the spring/fall cycle. These were four service aids and one. 
oiler. Management stated that these additional crew members were required. 
The Company had no formal procedures in place to measure productivity: 
of the crew members. Therefore, it was difficult for us to forma definite opinion as 
to the appropriateness of employng the additional staff. | 
We recommended that management review the manning scale and. 
establish the optimum number of crew members of various categories 
required to run the ferry operation economically and efficiently. 
Management advised us that the Company had made unsuccessful attempts 
to reduce the manning scale in its negotiations with the unions. We further 
recommended that these efforts continue. | 
On September 20, 1983, the Chairman of the Ontario Northland 


Transportation Commission replied as follows: 


Sailing Season | 
‘“‘The operating season is reviewed annually in order to keep | 
proper balance between service and financial losses. 


“‘The length of season was reduced in 1978 from 185 days to 
178 days and in 1983 from 178 days to 171 days. Both these } 
reductions are from end of season sailings. | 


“In 1982 the season of 178 days was maintained as had been 
done in previous years and as a result permitted the start of 
the season to be earlier in April than normally because of the 
holding of the Sunday after Thanksgiving as the season end. 


“As a result of this early start the revenue during the first 8 
days was lower than usual. | 


“‘The loss incurred of approximately $30,000 (approximately 
$25 per person) has to be equated with the social need for the 
service at this time of the year. 


“During the annual review in the Fall of 1983 when the 1984 
sailing season will be discussed with the Ministry of Northern | 
Affairs, the auditor’s comments will be reviewed and given | 
appropriate consideration. ”’ 


Winter Lay Up | 


“The statement that the lay-up costs are too costly is very 
subjective. The main consideration is the protection and care 
of an asset worth many millions of dollars which is a vital 
element in the travel of thousands of people from : 
Southwestern Ontario to Manitoulin Island between May | 
and October of each year. 
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‘“‘Winter heating costs of $65,000 may seem like a large sum, 
however, it may not be that large if the piping system were to 
freeze or the paint and furnishings damaged due to extremes 
in temperature being experienced. 


“To our knowledge the ship was not designed to operate in 
waters where ice conditions may be experienced so it is 
necessary to lay the boat up during winter months in 
Georgian Bay. 


“The suggestions of the auditor re alternate winterizing 
procedures have been noted and their practicability will be 
determined.’’ 


Size of Crew 


“The Canada Shipping Act directs the minimum crew 
requirements and we cannot operate the ship below that 
minimum. During union contract negotiations we review 
with the union the crew requirements and negotiate what is 
considered to be the optimum crew size for coming season(s). 


“After these two criteria have been established the in-season 
management of numbers of personnel is very small and is 
limited to supervisory personnel which is normally 11 people 
and union personnel over the contract minimum which may 
be as many as 5 in the spring and the fall. 


“Management will continue to keep the work force, not only 
on board the ship but those on docks and in terminals, to a 
minimum taking into account all aspects of the operation 
including quality of service and safety as well as fiscal 
aspects. ’’ 


4.12 Newly Established Crown Agencies 


| Eight Crown Agencies were established during the 1983 fiscal year. 
Of these, the Egg Fund Board and The Live Stock Financial Protection 
Board are agencies of the Crown and are audited by our Office, whereas the 
Ontario Trillium Foundation together with five technology centres are 
‘Crown controlled corporations and are audited by public accounting firms. 


Egg Fund Board 


This Board (a corporation without share capital) was established 
effective December 10, 1981 by a regulation made under the Farm Products 
Payments Act. The Board was constituted to administer the newly- 
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established Fund for Egg Producers, a fund to protect egg producers against 
any loss through default in payment by egg grading station dealers. 


The Live Stock Financial Protection Board 


This Board, also a corporation without share capital, was 
established effective September 1, 1982 by a regulation made under the 
Farm Products Payments Act. The Board was constituted to administer The 
Fund for Live Stock Producers, which was established under the same 
regulation. The fund was formed to protect the sellers of live stock against 
any loss through default in payment by licensed dealers. 


Ontario Trillium Foundation 


———————— 


The Foundation was established as a corporation without share | 


capital on November 17, 1982 under the Corporations Act. The Foundation 
was formed for the purpose of funding private, non-governmental social 


service agencies which provide services directly to the public throughout | 


Ontario. 


Technology Centres 


Five technology centres were established as corporations without | 
share capital by regulations made under the Technology Centres Act, 1982. | 


The object of each Centre is to promote and enhance the application of 
technology in order to improve the productivity and competitiveness of 


Ontario industry and commerce. The five Centres, together with the | 
industrial sector in which the preceding objects will be pursued, are as © 


follows: 


¢ Ontario Centre for Microelectronics (microelectronics sector) 


«Ontario Centre for Advanced Manufacturing (robotics and , 


computer assisted design and manufacturing sectors) 


¢Ontario Centre for Resource Machinery (resource machinery | 


sector) 


¢Ontario Centre for Automotive Parts Technology (automotive 


sector) 


‘Ontario Centre for Farm Machinery and Food Processing | 


Technology (farm machinery and food processing sectors) 
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5.1 Preparation of the Public Accounts 


The Public Accounts, which are published in three volumes, are pre- 
pared by the Ministry of Treasury and Economics under the direction of the 
Treasurer of Ontario as stipulated in section 13 of the Ministry of Treasury 
and Economics Act. This section reads as follows: 


‘*The Public Accounts for each fiscal year shall be prepared 
under the direction of the Treasurer and shall be delivered to 
the Lieutenant Governor in Council and laid before the 
Assembly not later than the tenth day of the first session held 
in the following calendar year.”’ 


The audit of the Public Accounts consists of an examination of the 
financial statements of the Province appearing in Volume 1, on which the 
Provincial Auditor expresses an opinion, together with a review of the other 
statements and schedules contained in Volume 1. 


Volume 2 contains reproductions of audited financial statements of 
agencies of the Crown and Crown controlled corporations: 


(a) in which the Province has an investment, or 
(b) which have borrowed from the Province, or 


(c) which have borrowed from others with a guarantee by the 
Province. 


Also included in Volume 2 are the audited financial statements of certain 
ignificant operational agencies which are funded in whole or in part by 
‘evenues generated from their operations. 


! Volume 3 contains details of expenditures for each ministry, such as 
alaries and wages, employee benefits, travelling expenses and other 
ayments. This expenditure is shown under two main categories, Voted 
\ppropriations and Statutory Appropriations. Although the information 
contained in Volume 3 is not audited in detail by this Office, it is subject to 
esting to verify the accuracy thereof. 


2 Financial Statements of the Province 


The audited financial statements of the Province for the year ended 
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March 31, 1983, upon which the Provincial Auditor has expressed an 
unqualified opinion, are reproduced as Exhibit 2 of this Report. The 
financial statements and notes disclose in summary form the financial 
activities of the Province for the fiscal year, and report on the significant 
aspects of financial position at the close of the fiscal year. 


The transactions of the Province are presented through the State- 
ment of Consolidated Revenue Fund in summary form according to the four 
distinct areas of government activity: | 


—‘‘Budgetary Transactions’’ are the operational activities involving 
the raising of revenue from various sources on the one hand, and 
the expenditure for various government programs on the other. 


—‘‘Non-Budgetary Transactions’”’ are the lending, investment and 
trust administration activities. | 


t 


—“Debt Transactions’? are the borrowing and repayment 
transactions. 


—‘‘Ontario Hydro Transactions’’ relate to amounts borrowed by! 

the Province on behalf of Ontario Hydro. | 
Regarding Ontario Hydro Transactions, the Province issues 
debentures and advances the proceeds to Ontario Hydro in exchange for 
bonds with the same terms and conditions. In any year, the overall enc 
result of these reciprocal transactions is that payments are equal tc 
recoveries. Since these transactions (including the ensuing retirement anc 
debt servicing costs) are the result of a financing alternative and are not par’ 
of the Province’s own budget plan, they are classified separately. : 


The Statement of Assets and Liabilities reflects the financial claim: 
which have been created by cash transactions. The assets are claims by thy 
Consolidated Revenue Fund on other parties. The liabilities are claims by 
others on the Consolidated Revenue Fund. As expenditures on fixed asset: 
do not represent financial claims on other parties, they are treated as non 
recoverable expenditures in the year of acquisition. | 


5.3 Summary of Significant Accounting Policies 


On the basis of evidence examined, the Provincial Auditor arrives a 
an opinion as to the fairness of the Province’s financial statements 11) 
accordance with established accounting policies, and as to their consistency. 
In most activities other than those of governments, these establishec 
accounting policies are known as ‘‘generally accepted accountin) 
principles’’. Since such principles have not yet been established fo 
governments, it is usual to report on the degree of compliance with state: 
accounting policies. | 
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Accordingly, an integral part of the Province’s financial statements 
is the Summary of Significant Accounting Policies. This Summary appears 
on page 1-2 of Volume | of the 1982-83 Public Accounts, which forms part 
of Exhibit 2 of this Report. 


Such Summary is included as an integral part of the financial state- 
ments in order to provide the reader with a clear understanding of the 
principles and methods used to present the financial information contained 
in the statements. Due to the nature of government accounting, the 
accounting policies stated in the Summary have particular importance to a 
reader who may not be familiar with the differences, some of which are 
significant, between the accounting policies followed by the private sector 
and those followed by the Province of Ontario. 


5.4 Advances and Loans Repayable From Annual Expenditure 
Appropriations 


Page 2-28 of Volume | of the 1982-83 Public Accounts summarizes 
the balances of advances or investments by the Province in corporations, 
boards and commissions other than Ontario Hydro. Additionally, page 2-31 
summarizes the balances of other loans and investments by the Province, 
including loans to public hospitals. 


The balances recorded in the Public Accounts do not necessarily 
represent the amounts the Province expects to truly realize. As stated in the 
Summary of Significant Accounting Policies, the funds required to repay 
certain of the advances and loans are being provided out of future years’ 
Provincial expenditure appropriations. Examples of loans and advances in 
this category are as follows: 


—Virtually all of the advances of $1,081,736,370 to The Ontario 
Universities Capital Aid Corporation are repayable out of future 
years’ Provincial expenditure appropriations. Under a program 
discontinued in 1978, the Corporation used funds advanced by the 
Province to purchase debentures issued by colleges, universities 
and related institutions for capital construction purposes. The 
debenture debt of the issuing institutions is repaid, with interest, 
over the term thereof by utilizing moneys appropriated annually 
by the Legislature. The Corporation, in turn, utilizes the proceeds 
to repay, with interest, its advances from the Province. 


—The situation with respect to the repayment of advances of 
$1,026,387,000 made by the Province to The Ontario Education 
Capital Aid Corporation is analogous to that outlined in the 
preceding example. Under a program discontinued in 1980, an 
average of 75% of the advances by the Province to this 
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Corporation are repayable out of future years’ expenditure | 


appropriations. 


—Loans of $163,794,816 to public hospitals as at March 31, 1983 | 
are partially repayable out of future years’ Provincial expenditure © 


appropriations. Under a program discontinued in 1978 (and 
replaced by capital grants), public hospitals used loans advanced 


by the Province for capital construction purposes. Using, in part, | 
moneys appropriated annually by the Legislature, the hospitals 
repay their loans, with interest, over the term thereof. For the — 


1983 fiscal year, $13,588,734 was so subsidized by way of grants 
from the Province to the hospitals. 


—Advances to the three Development Corporations (Ontario, 
Northern and Eastern) include amounts regarding term loans 


made by the Corporations. Each year, the Corporations write off — 
certain term loans that are deemed to be uncollectible. When such | 
loans are written off, moneys appropriated by the Legislature for — 
that purpose are used by the Corporations to repay their | 
corresponding advances from the Province. For the year ended | 


March 31, 1983, $7,268,368 was so utilized. 


5.5 Loans Receivable Not Included in Statement of Assets and 
Liabilities 


As covered in the Summary of Significant Accounting Policies, the © 
assets recorded in the financial statements are those resulting from financial | 


claims on other parties which have been created by cash transactions. 
Accordingly, loans, advances and investments made by the Province are 
normally included as assets on the Statement of Assets and Liabilities. 


Certain loans, however, do not appear on the Statement of Assets : 
and Liabilities. The Ministry of Treasury and Economics has determined | 
that, where loans generally have one or more of the following | 


characteristics, they are to be classified as expenditure: 
¢either no specific security or security of limited value; 
¢no specific repayment terms; 


¢ where repayment is conditional only on future uncertain events. 


These loans are considered to be in the nature of ‘‘recoverable | 
grants’, and, as stated, are treated as expenditure when made. When 


repayments are received, they are treated as revenue. 


The major examples of loans included in this category, totalling | 


approximately $175 million, relate to programs administered by the 


i 


PUBLIC ACCOUNTS OF THE PROVINCE 173 


Ministry of Municipal Affairs and Housing, and are summarized as follows: 


¢Ontario Renter-Buy Program — These loans, for which 
applications had to be made prior to November 15, 1982, are for 
the purpose of assisting qualified Ontario residents in the purchase 
of new homes. The loans are interest free, for fifteen year terms, 
and are secured by mortgages subsequent in priority to all other 
mortgages registered against the housing units. Repayments 
commence in the eleventh year. Loans Outstanding under this 
program amounted to $61.9 million as at March 31, 1983. 


¢Ontario Rental Construction Loan Program — These loans are 
for the purpose of encouraging the construction of rental housing 
units in selected Ontario communities where vacancy rates are low. 
They are interest free, for twenty-five year terms, and secured by 
second mortgages. Repayments commence in the sixteenth year. 
The balance of such loans outstanding at March 31, 1983 was $61.3 
million. 


¢Downtown Revitalization Program — Loans under this program 
are provided to assist municipalities with populations under 
125,000 in the revitalization of their core areas. Repayments of 
these loans are to be 110% of the amounts advanced. However, 
repayments are contingent upon additional municipal revenue 
being raised as a result of the revitalization projects, in the form of 
taxes and/or rents. Loans outstanding under this program 
amounted to $44.6 million at March 31, 1983. 


- Mainstreet Revitalization Program — The object of this program is 
to encourage and support downtown improvement projects by 
small municipalities. Repayments are over a ten year term and are 
to be 110% of the amounts advanced. The balance of loans to 
municipalities under this program was $6.5 million as at March 3], 
1983. 


5-6 Payment Pursuant to Massey-Ferguson Limited Act, 1981 


In June 1981, the Massey-Ferguson Limited Act, 1981 was passed. 
Section 2 of the Act provided: 


—the Province with authority to acquire shares of this Company 
upon the approval of the Lieutenant Governor in Council; and 


—the payment relating to the purchase of these shares was not to 
exceed $78,000,000. 


Upon the authority of Order in Council 1802/81 dated June 26, 
1981, the Province entered into a guarantee agreement that obligated the 
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Province, in the event that certain events of default occur, to purchase from | 
the holders thereof up to 3 million of the $25 stated value cumulative 
redeemable retractable preferred shares, Series ‘‘D’’, issued by Massey- | 
Ferguson Limited. The Province’s liability under this agreement was limited — 
to $78,000,000. Accordingly, this potential liability was recognized and this | 
amount was recorded as part of the Province’s contingent liabilities as at » 


March 31, 1982. 


On May 28, 1982, Massey-Ferguson Limited suspended payment of | 
dividends on its Series ‘‘D’’ preferred shares, thereby causing a default — 
under the Series ‘‘D’’ share provisions. The Province, on July 13, 1982, | 
purchased 3 million of the Series ‘‘D’’ preferred shares for $75,809,615 — 
which included $809,615 for accrued dividends. 


The purchase of the Massey-Ferguson Series ‘‘D”’’ preferred shares is i 
an investment in the Company and the transaction would normally be. 
classified as a disbursement. However, because of the precarious financial | 
position of this Company and the resulting highly doubtful value of the | 
investment, the purchase was written off as an expenditure rather than being — 
set up as an asset. We are in agreement with this treatment. | 


i 


Therefore, the payment for this purchase was charged to the | 
Ministry of Industry and Trade, Vote 2202-4, Industry Division Program, 
Investment Opportunities Activity as a statutory transfer payment, (i.e: 
expenditure). | 


aril Payments Out of the Consolidated Revenue Fund 

Payments out of the Consolidated Revenue Fund are classified as 
Expenditure (Budgetary Transactions), Disbursements and Charges (Non-’ 
Budgetary Transactions) and Retirements of Loans (Debt Transactions). | 


Budgetary Expenditure includes payments for goods and services, | 
salaries, interest on public debt, subsidies and grants, and acquisition or 
construction of fixed assets. Disbursements are payments made in respect of. 
investments, loans and advances, while Charges are payments made from 
pension funds, deposit, trust and reserve accounts. Retirements of Loans 
are payments in respect of the debt obligations of the Province. | 


Payments out of the Consolidated Revenue Fund are of two majo!’ 
types: those pursuant to Estimates, including Supplementary Estimates, 
approved by the Legislative Assembly, and those pursuant to the provision’ 
of various statutes. The former are termed payments from Votec 
Appropriations while the latter are termed payments from Statutory 
Appropriations. Voted Appropriations, which are formalized annually 6); 
legislation cited as the Supply Act, may be augmented by Managemen) 





| 


\ 


Board Orders. The nature of Management Board Orders is more fully 
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explained in section 5.11. 


A third type of payment out of the Consolidated Revenue Fund is 
that pursuant to delegated authority in the form of Special Warrants. The 


nature of this authority is more fully explained in section 5.12. 


A summary of the payments out of the Consolidated Revenue Fund 


by type and classification is as follows: 


} 


Payments re: 


Voted Appropriations 
per Legislative Assembly 
Budgetary Expendinirel. £iPel. 0). 3 
SONS TS CIIETIS rh (uate hue ease odes Se. 


per Management Board Orders 
Budgetary Expenditure... ..04.00..0 
DP eDUISEINICNS as ee cd 5 


Total Voted Appropriations........... 


Statutory Appropriations 
pudectary Expenditures, . ..2 hrs ws « +4) ces 


Disbursements 
Nalges , ... ... 


+R st0) (6 gel ren 6, to V6) o0ke) «0 6) 8, © -0).6,)'6. 6! (es 


DORR .0) 0 bie 61TOL OY 0 (00 \b ce . 0 @ 16) 165.6 


Meumemenis OL loans... 


Special Warrant 


BUGS ClALEXPENCIUTEs a... concen gc cc + ese 


Disbursements 


PRP ey 0,6 Ol Leo we Oy 6 lie 6) 0 58. 10! 8)" © 6! eS) 6! “ee 


fistal special Warrants... .5.....; <<. 


Total Payments 


OMLOS eee Le 6 LOL eU.e 6: 088.98 @, (0) 0.67 (8. 56 


1983 


1939205175731 
115,613,508 


19,635,788,823 


448,535,346 


448,535,346 


20,084,324, 169 


2,540,486,307 
65,786,167 
221,367,955 
129 729,287 


Jago Phe TAURUS Ue) 


23,041 ,694,185 


1982 


17,083,349,400 
147,628,569 


17,230,977,969* 


467,748,040 
2,696,940 


470,444,980 


17,701 ,422,949 


2,099,528,140 
392,864,459 
194,442,544 
75,400,570 


e231 022239, 713 


160,875 


160,875 


20,463,819,537 


As explained in section 4.12 of our 1982 Report, there were three special warrants issued in 
the 1982 fiscal year. Normally, all payments made under the authority of special warrants 
are classified separately above; however, due to the circumstances surrounding the first 
two special warrants and to maintain comparability of the Voted Appropriations figures 
between fiscal years, payments of $4,719,081,600 authorized by the first two special 
‘Warrants have been included in payments from Voted Appropriations. 
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Reference has been made in section 5.2 to Ontario Hydro, 
transactions. Since these transactions are not part of the Province’s own 
budget plan, and since these transactions flow through the Consolidated 
Revenue Fund without increasing or decreasing the overall balance in the 


Fund, they have not been included in the preceding summary. 


5.8 Voted Appropriations — Comparison of Authorized and 
Actual Payments | 
This comparison for the fiscal year ended March 31, 1983 is as 
follows: | 
Actual 
Under (Over) | 
Authorized Actual Authorized 
$ $ $ 
Voted Appropriations 
per Legislative Assembly 
Budgetary Expenditure. . 20,040,583,334 19,520,175,315 520,408,019 
Disbursements: 14 et =<25 207,426,200 115,613,508 91,812,692m3 
20,248,009,534 19,635,788,823 612,220,711 | 
per Management Board 
Orders 
Budgetary Expenditure. . 481,314,900 448,535,346 32,779,5548 | 
DisbUrsement.:., a nunce. + — — 
481,314,900 448,535,346 32,779,554 | 
20,729,324,434  20,084,324,169 645,000,265 


It will be noted that the amount of $20,248,009,534 appropriated b: 
the Legislative Assembly in itself exceeded the total actual payments 0 
$20,084,324, 169. : 


5.9 Statutory Appropriations 


During the 1983 fiscal year, Statutory Appropriation vaya 
made under the authority of 26 Acts exceeded $2.957 billion. Thi 
expenditure constituted 12.8 per cent of the total payments out of th 
Consolidated Revenue Fund. The comparative percentage for the 1982 fisca 
year was 13.5. | 


A summary, by authorizing legislation, of such payments exceedin 
$50 million for the year ended March 31, 1983 (with comparative figures fo 


1982) is as follows: : 
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1983 1982 

$ $ 
Financial Administration Act ........... 2,301,732,026 1,960,253 ,569 
Teachers’ Superannuation Act........... 166,746,272 152,404,149 
Superannuation Adjustment Benefits Act .. 127,623,585 106,839,125 
Public Service Superannuation Act ....... 108,824,958 100,572,584 
Massey-Ferguson Limited Act, 1981 ...... 75,809,615 — 
mousing Development Act.) ))... 2). 2... 61,988,014 — 
Ontario Energy Corporation Act......... — 325,000,000 


2,842,724,470 2,645 069,427 


Public Debt interest expenditure of $2.110 billion and $1.832 billion for 
fiscal years 1983 and 1982 respectively is included in the amount shown 
under the Financial Administration Act. 


The statutory payment of $75,809,615 under section 2 of the 
Massey-Ferguson Limited Act, 1981 represents the purchase of 3 million $25 
tated value cumulative redeemable retractable preferred shares, Series 
"D”’, issued by Massey-Ferguson Limited. Section 5.6 contains further 
letails of this transaction. 


Statutory payments of $61,988,014 made under section 14(3) of the 
tousing Development Act represent non-interest bearing loans to qualified 
Jntario residents toward the purchase of new homes under the Ontario 
<enter-Buy Program, which is administered by the Ministry of Municipal 
\ffairs and Housing. 


A payment of $325,000,000 in the 1982 fiscal year was made under 
ection 18 of the Ontario Energy Corporation Act. It represented a non- 
nterest bearing demand loan to finance the purchase of one-half of 
pproximately 25% of the common shares of Suncor Inc. by Ontario 
imergy Resources Limited, a wholly owned subsidiary of Ontario Energy 
‘Orporation. 


Excluded from the preceding figures are statutory appropriations 
elating to Ontario Hydro Transactions which can be summarized as 
ollows: 


1983 1982 
$ $ 
Financial Administration Act 
Ontario securities issued 
on behalf of Ontario Hydro: 
Bmtercsipaiders.c eee. Le lie 617,612,943 421,495,903 
Easecurities cetirederiiry vs. triad ay 219,545,000 110,832,000 
Power Corporation Act 
Advances to Ontario Hydro........... 600,000,000 1,450,000,000 


1 437,157,943 


15982,327,903 
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For reference purposes, 1983 statutory payments activity is | 
summarized in Exhibit 4 of this Report. | 


5.10 Statement of Budgetary Expenditure 


The Statement of Budgetary Expenditure is contained in Volume 1 | 
of the 1982-83 Public Accounts and is reproduced in Exhibit 2 of this | 
Report. A more detailed analysis of total budgetary expenditure can be 
obtained by the use of the standard accounts classifications. Under these . 
classificatons the budgetary expenditure for the 1983 and 1982 fiscal years | 
as shown on pages 2-15 and 2-15, respectively, of Volume | of the Public | 
Accounts may be summarized as follows: | 


1983 1982 
$ % $ % 
Transfer Payments... ..../< « 16,418,408,131 72.9 14,263,110,960 72.6 
Salaries and Wages ....... 2,062,168,786 92 1,332,6062,250 9.3 
Other Transactions 
—Public debt expenditure 
(interest on debentures, 
CLC Vite seein ree 2, 117.278,563 9.4 1,832,469,236 9.3 
ES © dtc Coe ee Ree eee 82,637,065 4 92,459,355 at 
SOU VICOGet au teie its ae pean 987,538,084 4.4 733,652,442 san 
Acquisition/Construction of 
Physical Assets: 2-4 638,401,450 2.8 461,797,623 2.4 
Supplies and Equipment ... 433,083,534 1.9 384,652,195 2.0 
Employee Benefits. ....... 312,994,964 1.4 280,242,566 1.4 
Transportation and 
CoOnmiminmnicationie.aas san 203,882,139 9 166,885,033 8 
23 256,392,716 20,047,931 ,668 
Less: Recoveries from other 
Activities, Ministries, 
ClO ete Lane 747,195,748 33 397,145,213 2.0m | 


Total Budgetary Expenditure 22,509, 196,968 100.0 19,650,786,455 100.0 


Transfer payments represent expenditure made to individuals, 
organizations and other levels of government, for which the Province does | 
not directly receive goods or services. Such expenditure is made in 
accordance with legislation or established ministry policy. 


Recoveries from other Activities and Ministries relate mainly to. 
costs incurred by certain ministries, on behalf of other ministries, which are. 
subsequently recovered from the benefiting ministries. For Public Accounts) 
presentation purposes, these recoveries are generally not netted against the 
particular expenditure category or sub-category (e.g. salaries and wages, | 
services, etc.) but are deducted in total from aggregate expenditure. 
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The other standard accounts classifications are largely self- 
explanatory; however, a more detailed description of the type of 


expenditure included in each classification is contained on pages viii-ix of 
Volume 1 of the 1982-83 Public Accounts. 


In the 1983 fiscal year over $13.0 billion or more than 79 per cent of 
the total transfer payments, was expended by four ministries. The 
comparable figures for the 1982 fiscal year were $11.4 billion and 80 per 
cent respectively. A summary of the payments by the four ministries, 
including identification of major categories, is as follows: 


Category 1983 1982 
$ $ 


Ministry of Health 
Operation of hospitals and 
related facilities: Sf... 
Payments re physicians’ 
and practitioners’ 
services under OHIP.... 
Extended Care Health 


3 428,059,230 2,949 ,530,581 


1,846,532,110 1,543,010,863 


Insurance Benefits...... 223,296,066 192,916,206 
Ontario Drug Benefit Plan . 211,549,608 167,274,064 
Other transfer payments... 613,399,468 568,429,875 


Ministry of Education 
Grants for elementary and 
secondary education (to 


SCMOOUD OATS). ccirs pci 


Payment to Teachers’ 
Superannuation 


@Ponimissionmsene . .-... « 
Other transfer payments... 


Ministry of Colleges and 
Universities 
Grants for universities and 


related organizations.... 


Grants for colleges of 
applied arts and 


technology, cic res. 
Other transfer payments... 


6,322,836,482 


2,734,477 ,283 


S135778,183 
16507 7,597 


3 064,332,863 


V7.3 1.000 


458,375,445 
296,895,381 


1,912,581,826 


5 421,161,589 


2,565,144,730 


369,738,264 
14,822,874 


2,949,705 ,868 


1603.15255;622 


516,748,902 
LETS8155293 


1,665,819,817 
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Ministry of Community and 


Social Services 
Provincial and municipal 


allowances and benefits. . 957,851,085 782,660,942 
Adults’ Social Services .... 259,192,239 212,839,291 
Children’s Social Services. . 324,195,847 279,825,423 


Developmental Services — 


Adults and Children .... 
Other transfer payments... 


150,644,429 
49,288,449 


115,749,625 
39,044,457 


1,741,172,049 1,430,119,738 


13,040,923 ,220 11,466,807,012 


5.11 Management Board Orders 


Section 5 of the Management Board of Cabinet Act provides that, | 


where an appropriation is exhausted or a sufficient amount was not 
provided and the public interest or the urgent requirements of the public 


service necessitate further payments, the Board may make an order | 
authorizing payments to be made against such amounts as it considers | 


proper. 


A summary of the Management Board Orders issued for the past 


five fiscal years is as follows: 


Number of Number of Authorized 
Board Orders Items Amount 
$ 
1983 90 348 481,314,900 
1982 108 394 508,421,348 
1981 80 44] 513,838,600 
1980 67 313 161,890,065 
1979 50 196 64,771,438 


By way of additional information, the Management Board Orders | 
with respect to the 1983 fiscal year are summarized as follows by month of | 





issue: 
Month of Issue Number Authorized 
$ % 

PSUS LOS? ger 1 2,503,700 0.52 
September 1982.... i 270,000 0.06 
October 1982... s. l 527,500 0.11 
December 1982". 22. 5 1,136,600 0.24 
January 1983...... 4 13,497,200 2.80 
February 1983 ..... 13 60,040,700 12.47 
March LOS 3a nf Cee 35 175,269,800 36.41 
April LOR Arn... 26 225,003,700 46.75 
MayalOssan 4........ | 313,200 0.06 
June 1983.5. 2 2,721,900 O57 
July 9834s. & 1 30,600 0.01 

100.00 





90 481,314,900 
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For the 1983 fiscal year, four Management Board Orders totalling 
$3,065,700 were issued subsequent to April 1983 as follows: 


Amount 


Ministry Activity Authorized 
$ 
Industry and Trade Ontario Development 
Corporation 2,450,000 
Justice Policy Justice Policy 313,200 
Natural Resources Mineral Management 271,900 
Tourism and Recreation Tourism Marketing 
Development 30,600 


A Management Board of Cabinet letter to Deputy Ministers dated 
February 14, 1983 required that requests for Management Board Orders be 
submitted prior to April 12, 1983 and noted that additional authority should 
be obtained before requisitioning any payment which would exceed existing 
spending authority. In each of the preceding Activities, expenditures had 
been made prior to the provision of the necessary funds, effectively making 
the expenditures under these appropriations illegally overspent. However, 
requests for additional funds were subsequently made, resulting in the issue 
of Management Board Orders dated May 24, June 14 and J uly 5, 1983. 


A detailed listing of Management Board Orders, showing the 
amounts authorized and expended thereunder, is included as Exhibit 3 of 
this Report. 


In accordance with Standing Order number 51 of the Legislative 
Assembly, the preceding Management Board Orders have been printed in 
The Ontario Gazette, together with explanatory information. 


5.12 Special Warrants 


Section 4 of the Management Board of Cabinet Act provides for the 
issue of a special warrant, when the Legislature is not in session, authorizing 
Payment of an amount required to meet an expenditure not foreseen or 
provided for by the Legislature and which is urgently required for the public 
good. 


No special warrants were issued in respect of the fiscal year ended 
March 31, 1983. 


5.13. Transfers Authorized by Board of Internal Economy 


Section 88 of the Legislative Assembly Act reads: 


‘The Board of Internal Economy may authorize the transfer 
of moneys from one item of the estimates of the Office of the 
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transfers totalling $260,114 were made within Vote 1001: 


5.14 
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Assembly to another item within the same Vote and the 
Provincial Auditor shall make special mention in his report 
of any transfer under this section.”’ 


In respect of the 1982-83 expenditure estimates, the following © 


$ 

From: Item10 Constituency Offices.......... 260,114 

To: ltem 3 Chief Election Oliiccr. 4... .-o. 46,142 

Item: 4 Hansard’ vere. ee oa ee 85,703 

Item 6 Members’ Indemnities......... 62,403 
Statutory Contribution to Legislative 

Assembly Retirement Allowances 

Account, the Legislative Assembly 

Retirement Allowances Act 247... .8 945. 65,866 


Write-Off of Uncollectible Accounts 


Section 5 of the Financial Administration Act reads as follows: 


‘<5_—(1) Where a person has an obligation or debt due to the 
Crown or the Crown has a claim against a person, the 
Treasurer may, subject to any other Act affecting such 
obligation, debt or claim, negotiate and accept a settlement 
in payment and satisfaction of such obligation, debt or 
claim, or may determine that any such obligation, debt or 
claim is uncollectible. 


‘(2) The Lieutenant Governor in Council, on _ the 
recommendation of the Treasurer, may, if he considers it in 
the public interest, delete from the accounts any loss incurred 
in any settlement or determination made under subsection 


(1). 


‘*(3) The losses deleted from the accounts during any fiscal 
year shall be reported in the Public Accounts for that year.”’ 


. A summary of the losses deleted from the accounts for the past five’ 
fiscal years is as follows: | 


$ 
LOSS ees Nea ee 9,658,738 
LOS 2a A aaee eae Pee 126078776 
LOS 10s, ca cenok eran 10,295,160 
LOO foe, eee here rae 15,342,289 
Abe he Pie macnn taut Sg bea 17,454,136 


The majority of the preceding write-offs do not affect the Net Debt, 
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of the Province, since they relate to memorandum accounts which are set 
out on pages 3-21 to 3-25 of Volume 1 of the Public Accounts. 


During the 1983 fiscal year seven Orders in Council were passed 
authorizing the deletion of losses from the accounts. Deleted losses totalled 
$9,658,738 and are summarized by ministry on page 3-19 of Volume 1 of the 
Public Accounts. The following additional comment is provided for some of 
the larger write-offs. 


The Ministry of Revenue wrote off $4,204,923 with respect to 
various unpaid taxes and GAINS overpayments. The major write-offs were 
as follows: 


$ 
CC OpporasonrraxcAct! 10) oe ie oe) et) ee. OSL 2,080,726 
Retail Sales co kaeg Me cite ree Bas ehh nluee wien acs. none 1,433,843 
Ontario Guaranteed Annual 
Tieame Act (GAING }s. 8) algo, wrath ha teh 389,505 


Uncollectible accounts totalling $2,098,857 relative to fines, costs” 
and fees owed to Provincial Courts were written off by the Ministry of the 
Attorney General. 


The Ministry of Consumer and Commercial Relations wrote off 
$1,247,013 with respect to the Motor Vehicle Accident Claims Fund. The 
majority of this write-off pertained to claims/judgements at least ten years 
old, on which no payments had been made for at least five years. 
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OFFICE OF THE PROVINCIAL AUDITOR 


6.1 Office Goals 


PRIMARY GOAL 


The primary goal of the Legislative Auditor can be described as 


follows: 


—To help the Legislature hold the government accountable 
by reporting to the Legislature on the quality of the 
administration’s stewardship of public funds. 


The Provincial Auditor seeks to achieve this goal by reporting 


annually to the Legislature under the authority of section 12 of the Audit © 


Act. Essentially, this annual report consists of: 


¢ expression of an opinion on the Province’s financial statements as 


to their fairness and consistency in accordance with stated | 


accounting policies, and 


- disclosure of significant matters noted in the course of audit of — 


government ministries and agencies, for example, where: 


—accounts were not properly kept or essential records not | 


maintained; 


—rules and procedures were not adequate for the safeguard of 
public property, the collection of revenue and the authorization / 


of expenditure; 


—money was expended without due regard to economy and | 


efficiency; 


—appropriate procedures were not established to measure and 


report on the effectiveness of programs. 


Wherever possible, audit assessments and observations are accompanied by | 


recommendations for improvement. 
SECONDARY GOAL 


While the Provincial Auditor’s primary reporting responsibility to 
the Legislature is unequivocal, the Provincial Auditor has a secondary 
reporting responsibility to those charged with the administration of the 
various agencies and ministries which he audits. For agencies this 
responsibility is generally stipulated in the enabling legislation. For 
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ministries this responsibility has not been legislated. Rather it has been 
recognized by the Provincial Auditor as a further responsibility which is 
appropriate in the circumstances and in the interest of improved government 
administration. 


Accordingly the secondary goal of the Provincial Auditor can be 
expressed as follows: 


—To help Deputy Ministers/Agency Heads hold their 
administrations accountable by reporting to them on the 
quality of the ministries’/agencies’ stewardship of public 
funds. 


The Provincial Auditor reports to a Deputy Minister or to an Agency Head 
at the conclusion of each audit. These reports consist of assessments of 
significant areas covered in the course of audit together with 
recommendations for improvement. 


The reporting process is more fully described in section 6.9. 


6.2 Audit Responsibilities 


PRIMARY RESPONSIBILITIES 


The primary audit responsibilities of the Provincial Auditor are 
twofold and involve the examination of: 


(a) The accounts of the Province in accordance with his 
appointment as auditor under the Audit Act. 


(b) The accounts of agencies of the Crown in accordance with his 
appointment as auditor under various related statutes or other 
appropriate authorities. 


Accounts of the Province 


The examination of the accounts of the Province is made in 
conformity with section 9(1) of the Act which reads as follows: 


‘‘The Auditor shall audit, on behalf of the Assembly and in 
such manner as the Auditor considers necessary, the 
accounts and records of the receipt and disbursement of 
public money forming part of the Consolidated Revenue 
Fund whether held in trust or otherwise.’”’ 


In this connection, all ministries are subject to audit in accordance 
therewith. These audits, when combined with the audit activities of the 
Office’s Reporting and Standards Branch, enable the Provincial Auditor to 
express an opinion on the financial statements of the Province. A listing of 
the ministry audits covered by this report appears in Exhibit 6. 
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Accounts of Agencies of the Crown | 

An agency of the Crown is defined in section 1(a) of the Audit Act | 
(see Exhibit 1). For the year ended March 31, 1983 the Provincial Auditor | 
had direct audit responsibility for sixty-one agencies of the Crown pursuant | | 
to his appointment as auditor by shareholders, governing bodies or under 
various statutes. These agencies are listed as parts (1) and (ii) of Exhibit 7 of 
this Report. 

Section 9(2) of the Act provides that in instances where an agency of © 
the Crown is audited by an auditor other than the Pr ovincial Auditor, the , 
audit is to be performed under the direction of the Provincial Auditor, and — 
such other auditor is required to report to the Provincial Auditor. For the | 
year ended March 31, 1983 seven agencies were in this category, and are 
shown under parts (iii) and (iv) of Exhibit 7. 


} 


| 

ADDITIONAL RESPONSIBILITIES | 
Under section 16 of the Act, the Provincial Auditor is required to | 

examine into and report on any matter referred to him in respect of the. 


Public Accounts by a resolution of the Standing Public Accounts | 
Committee. i 


Section 17 of the Act requires the Provincial Auditor to undertake | 
such special assignments as may be required by either the Assembly, the 
Standing Public Accounts Committee (by resolution of the Committee), or 
by a Minister, provided that such special assignments do not take | 
precedence over the Auditor’s other duties. Further, if such an assignment is 
referred to the Provincial Auditor by a Minister, it can be declined if, in the 
opinion of the Auditor, it conflicts with his other duties. 


{ 
( 
| 
{ 


6.3 Audit Activities 


ATTEST AND COMPLIANCE 


In order to express a professional opinion on the financial 
statements of the Province and numerous agencies of the Crown, audits are: 
conducted in accordance with generally accepted auditing standards, as. 
promulgated by the Canadian Institute of Chartered Accountants. | 


All ministry and agency audits include a general review of the 
accounting procedures and systems of internal control, together with such 
tests of accounting records and supporting evidence as are considered: 
necessary in the circumstances. Additionally, compliance with existing: 
statutes and regulations is reviewed. | 
Fraud and Error | 
When performing audits in accordance with generally accepted, 
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auditing standards, auditors seek reasonable assurance through various 
means that material fraud and error have not occurred or that, if they have 
occurred, they are corrected and properly accounted for. However, it must 
be realized that such audits may not detect, and are not primarily designed 
to detect, every instance of fraud or error. 


The resources required to examine the circumstances behind and the 
support for every transaction recorded would be prohibitive. Even if the 
resources were available, assurance that there were no unrecorded 
transactions would still be lacking. Furthermore, collusion between 
ministry/agency personnel and outside parties, or among management or 
employees could result in apparently genuine but falsified transactions and 
documents being accepted by the auditor. 


VALUE FOR MONEY 


In addition to the preceding activities of an attest/compliance 
nature, section 12(2)(f) of the Audit Act requires the Provincial Auditor to 
report on any cases where he has observed that money was expended without 
due regard to economy and efficiency, or where appropriate procedures 
were not taken to measure the effectiveness of programs. This is commonly 
known as the value for money audit mandate. 


More concisely, the Provincial Auditor is required to report to the 
Legislature significant instances where he has observed that management is 
not fulfilling its responsibilities. It should be noted that it is not part of our 
mandate to evaluate the effectiveness of programs, or to develop standards 
dealing with the efficiency of program delivery. These are ministry/agency 
management functions. Our mandate is to assess the extent to which these 
functions have been carried out by management. 


The Office undertakes reviews on a program, activity or system 
basis. These reviews are designed to assess components of the management 
process as they relate to economy, efficiency and procedures to measure 
effectiveness. 


6.4 Comprehensive Auditing 


WHAT IS COMPREHENSIVE AUDITING? 


In a recent publication entitled ‘‘Comprehensive Auditing aa 
Concepts, Components and Characteristics’’, the Canadian Comprehensive 
Auditing Foundation has defined this type of auditing as follows: 


‘< | . an examination that provides an objective and 
constructive assessment of the extent to which: 


188 AUDITOR’S REPORT FOR 1983 


j 


¢ financial, human, and physical resources are managed with 
due regard to economy, efficiency and effectiveness; and 
e accountability relationships are reasonably served. 


‘‘The comprehensive audit examines both financial and 
management controls, including information systems and 
reporting practices, and recommends improvements where 


appropriate.”’ 


BROADER SCOPE AND ADDITIONAL SKILLS 


As indicated in section 6.3, in essence we are attempting to review 
components of the management process and assess whether managers are. 


doing their job. In our view, the issue of responsibility/accountability _ 


should permeate all aspects of the management process. Our audit 
approach, therefore, is consistent with the preceding definition. 


The Foundation also describes a number of characteristics of | 
comprehensive auditing. We do not fully subscribe to all of these. 


characteristics, notably breadth of scope and use of multi-disciplinary skills. 
Where it has been practiced to date, comprehensive auditing has been 
characterized by large scale applications and heavy involvement of 


management consultants and other specialists. Frequently projects take | 


more than a year to complete with input by other than audit disciplines 
representing a high proportion of total audit time. 


OFFICE HAS NOT ADOPTED COMPREHENSIVE AUDITING 


The Office has reservations about the practicality and cost of the full 
application of comprehensive auditing. As a result, we have elected to direct 
our attention to what we believe to be the essential element of 
comprehensive auditing — value for money auditing, which we are 


progressively integrating with our conventional financial and compliance | 
audit activities. The scale of any audit activity is generally designed to 
permit completion within three to six months utilizing our current audit | 


resources. 


Reliance on existing audit resources is based on our belief that the | 
Legislature is looking for a common sense approach by an independent and : 


competent professional auditor, one who recognizes good management and | 
understands good management practices. This position, however, does not 


rule out the occasional use of specialists in other disciplines if the need is 


clearly evident. 


6.5 Management Process 


The management process has been described in the Ontario. 


| 
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Government as the purposeful, systematic and integrated sequence of 
management activities which coordinates the efforts of managers. These 
activities exist to avoid chaos and to enable managers to perform their full 
range of functions. The management process is broadly seen as a cycle of 
five sequential management functions: 


¢ Evaluate and set direction — this refers to broad policy-making or 
direction-setting activities such as Strategic planning, policy 
formulation and program evaluation. 


¢ Plan and allocate — this more specific function includes the setting 
of objectives and priorities, contingency and capital planning, 
resource allocation, and operational planning and budgeting. 


¢ Organize and staff/specify and acquire — this relates to the overall 
design and modification of organizations, down to the level of job 
specifications and staffing of positions. It also relates to designing 
(specifying) the work flow, resource requirements and outputs, and 
acquiring the needed resources. 


«Motivate and direct/install and operate — ‘‘motivate and direct”? 
refers to human resources, whereas ‘‘install and operate’’ refers to 
non-human resources. 


«Monitor and maintain direction — this function serves the purpose 
of isolating problems in time to fix them, in order to achieve the 
planned results. 


The adequacy of each of the sequential functions will influence, 
lirectly or indirectly, the manager’s ability to operate with due regard to 
conomy, efficiency and effectiveness. 


.6 Systems to Ensure Economy, Efficiency and Effectiveness 


To minimize any misunderstanding that might result from the use of 
he terms, it is appropriate to provide definitions and examples of systems 
lesigned to ensure due regard for economy, efficiency and effectiveness. 
nherent in all such systems is the important element of sound management 
lanning and control processes being in place and operating satisfactorily. 


‘-CONOMY 


A system designed to ensure economy is one that ensures that 
esOurces are acquired at the lowest cost compatible with obtaining 
ecessary goods and services of suitable quality. This definition recognizes 
hat although cost is the prime consideration when dealing with economy, 
uality and quantity are also important ingredients. Examples of systems 
esigned to ensure (and/or improve) economy are: 
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easset acquisition review systems which seek to avoid inappropriate ' | 

or unnecessary capital expenditures. 


«systems which ensure that invoices subject to cash discounts or to | | 
which interest may be added for late payment, are paid within the 
prescribed periods. | 

| 

EFFICIENCY | 
Efficiency refers to the relationship between goods or Services | 
produced and the resources used to produce them. A system designed to. 
ensure efficiency is one which ensures that the maximum output is produced - 
for any given set of resource inputs, or that minimum resource inputs are. | 
used for any given quantity and quality of service provided. Examples of 
systems designed to ensure (and/or improve) efficiency are: | 


*manpower management and performance evaluation systems. | 
These would include systems to detect situations where too many, 
people are involved in a process, or senior staff are performing 
tasks more appropriate to junior staff. | 


e systems to measure the levels of utilization of capital assets. 


EFFECTIVENESS | 

A system designed to measure and report on the effectiveness of } 
programs is one which measures and reports on the extent to which a 
program achieves its predetermined goals or other intended effects. We 
recognize that the effectiveness of programs is not always easily evaluated, 
and that management procedures for measuring and reporting effectiveness 
will differ between programs. : 

In this regard, a program might be established with the objective of | 
achieving a specified reduction in total energy consumption in public sector. 
buildings over a specific period of time. A system designed to measure and 
report on the effectiveness of this program would include the following. 
components: 


t 
\ 


¢collecting energy consumption statistics; 


¢ comparing these statistics to those of a base period; 





¢ verifying of the accuracy and reliability of the statistics; 


‘reporting on the achievement of the objective, and taking any 
necessary corrective action. 
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6.7 Audit of Transfer Payments 


DESCRIPTION OF TRANSFER PAYMENTS 


As stated in chapter 5 of this Report, transfer payments represent 
expenditures made to individuals, organizations and other levels of 
government, for which the Province does not directly receive goods or 
services. In total, more than 70% of Provincial expenditure consists of 
transfer payments. 


The majority of these payments are made for specific purposes, with 
an expectation that the recipient will fulfil specific conditions or perform 
certain actions with the money received. The funding of school boards and 
universities and Wintario grants are examples of this type. 


Some of these payments, however, are unconditional, making no 
specific provision for the use of the money by the recipient. Examples of this 
type are unconditional per capita grants to municipalities and payments to 
individuals such as Guaranteed Annual Income Supplement (GAINS) and 
Property Tax grants. 


AUDIT AT MINISTRY LEVEL 


Transfer payments are subject to a certain degree of audit coverage 
in connection with our ongoing attest/compliance activities. Such coverage 
includes ensuring that selected payments are properly authorized and 
verifying the calculation thereof, as well as determining the adequacy of 
procedures being carried out by management to assess the efficiency and 
effectiveness of activities involving the administration of transfer payments. 
Similar procedures may also be carried out by the internal audit branches of 
the various ministries. 


INSPECTION AUDITS 

Section 13 of the Audit Act (see Exhibit 1) provides that, in the case 
of grant payments made by the Province or an agency or the Crown, the 
Provincial Auditor may perform inspection audits thereof, and also may 
dbtain a full accounting of the disposition of such grants from the 
‘ecipients. Inspection audits are defined as examinations of accounting 
‘ecords. 


Purpose of Inspection Audit Provision 

What was sought by this section of the Act was the right of the 
?rovincial Auditor to access the records of recipients of grants which were 
nade for specific purposes to determine that the funds were, in fact, spent 
‘or the purposes specified, or that the conditions under which the grants 
were paid were met. Certain ministry internal audit branches, pursuant to 
he terms of agreements with grant recipients, also have the right to perform 
Nspection audits. 
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Approach to Inspection Audits | 


There are a myriad of recipients of transfer payments/grants. In 
Ontario, for example, there are more than 240 hospitals, 180 school boards 
and 40 universities and community colleges, not to mention the many | 
organizations and individuals who are grant recipients under such programs | 


or activities such as Wintario and cultural and arts support. | 


It is not feasible, nor was it intended, that the Provincial Auditor 
extensively audit grant recipients. To do so would require greatly expanded ) 
audit resources. The Provincial Auditor conducts inspection audits on an 
exception basis where, for example, information received or other audit 
evidence would indicate that such an audit is advisable. In addition, other | 
inspection audits are undertaken on a selective basis. The selection process is | 
strongly influenced by the extent of involvement and control exercised by 
the ministry or agency, such as the availability of audited financial. 
statements or review by operating personnel or internal audit groups. . 


Inspection Audits and the Value for Money Issue 


Since an inspection audit is defined as ‘‘an examination of. 
accounting records’’ we have concluded that an inspection audit is designed | 
to determine whether funds have been spent for the purpose for which ther | 
were provided. | 

An inspection audit, therefore, would not specifically examine 
management controls with respect to the economy, efficiency and) 
effectiveness of the recipient’s operations. However, observations relative to’ 
these value for money issues may well arise as a by-product of an inspection 
audit. : 


TRANSFER PAYMENTS AND THE VALUE FOR MONEY ISSUE ! 


We believe it is the responsibility of the government to assure that 
funds provided in the form of transfer payments are well managed by the 
recipients, that is, spent with due regard for economy, efficiency and | 
effectiveness. Value for money auditing can certainly assist funding: 
ministries/agencies in the fulfillment of this responsibility. 


Ministry/Agency Initiative 


The impetus for value for money auditing should come from the 
funding ministries/agencies. Major recipients of transfer payments include, 
hospitals, universities and municipalities; these bodies are audited by public: 
accountants appointed by the governing boards of the organizations.’ 
Accordingly, appropriate direction could flow from the ministry directly, or 
through the governing board of the organization, to the appointed auditor. 
The results of value for money reviews should, in our opinion, be reported 


to both the ministry and the governing board. | 
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Since auditors are normally appointed by the governing board for 
purposes of financial audit, appointed auditors may find themselves in a 
conflict of interest situation as they strive to respond to the basic 
requirements of the board on the one hand and the direction of the ministry 
on the other. As a result, therefore, a ministry may wish to make other 
arrangements for the conduct of value for money auditing. It may wish, for 
example, to have its internal audit staff address the issue. 


Provinciai Auditor’s Involvement 


The Provincial Auditor would not have any direct involvement in the 
aforementioned value for money audit process. Indirectly he may become 
involved in the course of his continuing ministry audit responsibilities. This 
involvement may arise as a result of assessing the steps taken by a ministry 
to satisfy itself that funded organizations are being well managed. Where 
value for money auditing is a component of this process, the Provincial 
Auditor should have access to audit reports and be in a position to assess the 
scope and depth of the coverage provided. 


ACCOUNTABILITY FOR TRANSFER PAYMENTS 


Reference should be made to section 3.2 of this Report, which 
contains a detailed narrative on the subject of accountability as it relates to 
transfer payments. 


6.8 Crown Controlled Corporations 


AUDITED BY PUBLIC ACCOUNTING FIRMS 


A Crown controlled corporation is defined in section I(e) of the 
Audit Act (see Exhibit 1). Many of these corporations are audited by public 
accounting firms. Under section 9(3) of the Act the auditors are required, 
upon completion of each such audit, to deliver to the Provincial Auditor a 
copy of the audited financial statements together with a copy of the report 
of their findings and recommendations to management (i.e. management 
letter). As is the case with our own individual reports, matters raised in these 
management letters which, in our judgment, are of interest or significance to 
the Legislature, are subject to inclusion in our annual report. 


Additionally, under section 9(3) of the Act, the Provincial Auditor is 
entitled to review the working papers and other documents related to the 
audit of such corporations. It is currently the policy of the Office to review 
such working papers and other documents on a cyclical basis at least once in 
a four year period. Additional reviews would, of course, be conducted 
should events or circumstances so warrant. 


A listing of Crown controlled corporations audited by public 
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accounting firms, for the year ended March 31, 1983, is included as part of 
Exhibit 7 of this Report. 


Application of Value for Money Auditing Thereto | 


The situation regarding Crown controlled corporations that are 
audited by another auditor differs from agencies of the Crown audited by 
another auditor. With agencies of the Crown, pursuant to section 9(2) of the | 
Act, the Provincial Auditor has responsibility for the audit since he is_ 
required to direct the audit. Hence, the Provincial Auditor could at any time / 
direct that value for money auditing be undertaken. | 


Where Crown controlled corporations are audited by another 
auditor under section 9(3) of the Act (see Exhibit 1), the Provincial Auditor | 
does not direct the audit, and hence has no responsibility for the audit. 
However, the Provincial Auditor can request any information within the’ 
knowledge of the other auditor (per section 9(3)(c)). In this regard, the other 
auditor is expected to be aware of the relevant sections of the Act and be 
prepared to advise the Provincial Auditor, if not already covered in the 
management letter, of any deficiencies in respect of value for money | 
observed during the audit. However, the Provincial Auditor could not direct | 
that value for money auditing be undertaken by the other auditor. 


Under section 9(4), the application of which is seen as infrequent and | 
on an exception basis, the Provincial Auditor could request the appointed | 
auditor to conduct value for money auditing. However, the appointed 
auditor could decline, leaving the Provincial Auditor in the position of. 
conducting the review himself or hiring the required resources. | 


In summary, value for money auditing comments in respect of. 
Crown controlled corporations audited by public accounting firms could | 
emanate from the following sources: 


\ 
1 


¢Observations by the appointed auditor made in the course of 
financial or compliance audits and reported in the management 
letter. 


eInformation obtained by the Provincial Auditor from the 
appointed auditor pursuant to section 9(3)(c) of the Act. | 


*Observations by the appointed auditor or the Provincial Auditor 
pursuant to audit activity under section 9(4) of the Act. : 


NOT AUDITED BY PUBLIC ACCOUNTING FIRMS | 


In addition to Crown controlled corporations audited by public, 
accounting firms, there are certain other Crown controlled corporations: 
whose enacting legislation does not contain any audit provision. In the case. 
of these corporations, their revenue is not retained, but is deposited direct 
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into the Consolidated Revenue Fund of the Province. Expenditures of these 
corporations are paid by ministries out of moneys appropriated therefor by 
the Legislature. As a result, these corporations have no assets or liabilities 
for accounting purposes. The operations and transactions of such 
corporations, are, however, subject to audit as part of our ministry audit 
process. Examples of these corporations are the Liquor Licence Board and 
the Niagara Escarpment Commission. 


6.9 Provincial Auditor’s Reporting Process 


MINISTRIES 


A report on the audit outlining our findings and recommendations is 
issued to the Deputy Minister at the conclusion of each ministry audit. 
Authority for this course of action is contained in section 18 of the Audit 
Act. The more significant findings and recommendations in the ministry 
reports are included in the Provincial Auditor’s annual report to the 
Legislature. 


Before the report to the Deputy Minister is finalized the auditor-in- 
charge, Manager and Director will discuss the audit findings and 
recommendations with senior ministry officials. A typed draft of the report 
serves as the basis for this discussion. A copy of this draft marked ‘‘Draft 
For Discussion Purposes Only’’ is provided to the ministry officials in 
advance of the discussion. 


It is entirely at the discretion of the ministry which officials should 
participate in the discussion. We recommend participation by the most 
senior personnel concerned, up through the Executive Director and 
Assistant Deputy Minister level. We do not recommend participation by the 
Deputy Minister. Since the report that is ultimately sent to the Deputy 
Minister is effectively an assessment of the administration responsible to 
him, in our view it is not appropriate to involve the Deputy in the 
finalization of that assessment. We would expect, however, that the senior 
officials would keep the Deputy Minister informed of any significant audit 
findings as they arise. 


Also, the content of the draft report may be revised as a result of 
discussion with ministry officials and in the course of subsequent review by 
the Assistant Provincial Auditor or the Provincial Auditor. Consequently, 
Participation by the Deputy Minister at the draft stage may well involve 
him/her in the unnecessary consideration of matters that will not form part 
of the final report. 


Draft reports are considered to be an integral part of the working 
papers and, in accordance with section 19 of the Audit Act, shall not be laid 
before the Assembly or any committee of the Assembly. 
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When the report has been finalized and issued by the Provincial 2 
Auditor to the Deputy Minister, representatives of our Office will be pleased 
to meet with the Deputy Minister or senior ministry personnel to discuss any | 

matters on which they wish clarification or further information. | 


AGENCIES | 


The Provincial Auditor has a responsibility to report to the Board of 
Directors, or equivalent body, and to the designated Minister of each agency | 
which has been the sumyeet of the audit. In most instances this respons aaa 
is stipulated in the agency’s enabling legislation. 


In our opinion this reporting responsibility is appropriate. For this. 
reason, and in the interest of consistency, we have considered the. 
responsibility applicable to those instances where the agency’s legislation 1 is. 
not specific in this regard. Accordingly, a report on the audit outlining our. 
findings and recommendations is issued to the Board of Directors, and to. 
the Minister, at the conclusion of each agency audit. This course of action is. 
consistent with section 18 of the Audit Act. The more significant findings 
and recommendations in the agency reports are included in the Provinctall 
Auditor’s annual report to the Legislature. 


Before the report to the Board and to the Minister is finalized, the: 
auditor-in-charge, Manager and Director will discuss the audit findings and 
recommendations with senior agency officials. A typed draft of the report 
serves as the basis for this discussion. A copy of this draft marked “Draft, 
For Discussion Purposes Only’’ is provided to the agency officials in 

advance of the discussion. 


It is entirely at the discretion of the agency which officials should 
participate in the discussion. We recommend participation by the most 
senior personnel concerned, up through the Chief Executive Officer level. 
We do not recommend participation by the Chairman or other members of; 
the Board. Since the report that is ultimately sent to the Board of Directors 
is effectively an assessment of the administration responsible to them, in our 
view it is not appropriate to involve members of the Board in the finalization, 
of that assessment. We would expect, however, that the Chief Executive 
Officer would keep the Chairman informed of any significant audit findings 
as they arise. 


| 

. Also, the content of the draft report may be revised as a result ol) 
discussion with agency officials and in the course of subsequent review by. 
the Assistant Provincial Auditor or the Provincial Auditor. Consequently. 
participation by the Board at the draft stage may well involve them in the 


unnecessary consideration of matters that will not form part of the fina’ 
report. 


| 
| 
{ 
\ 
| 
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When the report has been finalized and issued by the Provincial 
Auditor to the Board, representatives of our Office will be pleased to meet 
with the Board, or a committee thereof, to discuss any matters on which 
they wish clarification or further information. 


[Interim Procedures 


Where interim work has been carried out prior to the fiscal year end 
of the agency and the findings are deemed to be significant, a letter outlining 
our findings and recommendations is issued by the Branch Director of our 
Office to the Chief Executive Officer. 


This is done so that management can take immediate corrective 
action where necessary and to allow management sufficient time to review, 
discuss and prepare a response to the findings prior to the final audit. 


Significant findings in the interim letter will be included in our final 
report together with the current status thereof, as per the agency’s response 
and our follow-up work. 


General 


Draft reports and interim letters are considered to be an integral part 
of the working papers and, in accordance with section 19 of the Audit Act, 
shall not be laid before the Assembly or any committee of the Assembly. 


LEGISLATIVE ASSEMBLY 


Matters raised in audit reports issued in respect of ministries and 
agencies which, in our judgment, are of interest or significance to the 
Legislative Assembly, are included in chapters 3 and 4 of this Report. 
Similarly included are significant matters arising from any special 
assignments undertaken for a Minister pursuant to section 17 of the Audit 
Act. In all cases where replies have been received to our findings and 
recommendations, the relevant portions are included for information 
purposes, generally without further comment by this Office. As a result of 
printing deadlines, as covered in section 1.2, it is not possible to include any 
replies received subsequent to September 30 in this Report. 


Our annual report is referred by the Legislature to the Standing 
Public Accounts Committee for their review and deliberations (see section 
1.5). Once this has been done, replies to sections in our Report which are 
received subsequent to September 30 are forwarded to the Committee for 
their attention. 


As noted in the previous section, public accounting firms audit a 
number of Crown controlled corporations. Matters raised by these firms in 
their reports to management may also be included in our annual report. 
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PUBLIC DISCLOSURE | 


Our individual audit reports issued at the conclusion of each. 
ministry or agency audit, or upon completion of any special assignment for 
a Minister, are not laid before the Assembly or a committee of the 
Assembly. Nor are the reports to management by the auditors of Crown 
controlled corporations. However, the Standing Public Accounts 
Committee or any other committee of the Legislature may, by resolution, 
request that such audit reports be made available if they are deemed - 
essential or beneficial in the pursuit of the committee’s appointed duties. As 
soon as a report is laid before a committee it becomes a public document. 


6.10 Office Organization and Personnel 


ORGANIZATION 


The Office of the Provincial Auditor is divided into six branches, | 
each of which is administered by a Director. The six Directors, together with | 
the Assistant Provincial Auditor and the Provincial Auditor, collectively | 
comprise the Office’s Management Committee. An organization chart of 
the Office is presented as Exhibit 5 of this Report. 


Policy Field Branches (4) 


The four Policy Field branches are responsibile for the audits of all. 
ministries and agencies of the Crown falling under each of the Provincial | 
Government Policy Fields — General Government, Justice, Resources 
Development and Social Development. These branches also have 
responsibility for coordinating the Office’s relationship with the external 
auditors of those Crown controlled corporations for which the Provincial . 
Auditor is not the designated auditor. | 


Reporting Standards Branch 


The primary responsibilities of this branch are the audit of the 
Province’s financial statements which appear in Volume 1 of the Public 
Accounts, the preparation of the Annual Report of the Provincial Auditor | 
to the Legislature, the development and maintenance of the Office’s Audit | 
Manual, and the conduct of post-audit quality control reviews. 


Specialized Audits and Resources Branch | 


This branch has basic responsibility for EDP audits, value for. 
money reviews, and for recruitment, staff training and professional) 
development. : 
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PERSONNEL 


The composition of the staff of the Audit Office at September 30, 
1982 and 1983 was as follows: 


September 30 


1982 1983 

Management Committee 8 8 
Audit Managers 13 13 
Audit Supervisors 15 15 
Auditors 16 15 
Student auditors, audit 

technicians and assistants 38 34 
Personnel and administrative 8 8 

Total staff 98 93 


As the preceding summary indicates, there was a net loss of 5 staff 
members during the year. This net loss was the result of 14 staff members 
leaving the Office together with the hiring of 9 new staff members. Efforts 
are being made to recruit new staff, thus bringing the Office closer to its 
authorized complement of 103. 


Included in the category for student auditors, audit technicians and 
assistants are 30 employees who are enrolled in various stages of courses 
leading to professional qualifications through either The Institute of 
Chartered Accountants of Ontario (CA) or The Society of Management 
Accountants of Ontario (RIA). 


6.11 Staff Training and Professional Development 


The establishment and maintenance of an ongoing program of both 
pre and post qualification professional training is considered essential to the 
long-term development of the Office and its staff. Although ‘‘on the job”’ 
training is a major part of this program, our professional staff and students 
attend in-house courses and seminars designed to enhance their auditing and 
management skills. Some of the courses have been developed and are 
presented by our staff; others are purchased from other sources. 


In addition to the preceding, staff members also attend 
independently sponsored seminars where it is felt that the material covered 
will be of benefit to job performance. 


6.12 Canadian Conference of Legislative Auditors 


The eleventh annual meeting of the Canadian Conference of 
Legislative Auditors was held in Toronto from July 10 to July 13, 1983. This 
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informal association, consisting of the legislative auditors of all the 


provinces and Canada, has served since its inception as a useful forum for | 
the sharing of ideas and information important to the legislative auditing | 


community. Various senior members of our Office attended as participants 
and observers. 


Matters discussed at the Conference included the format of audit | 
reports, the scope of attest and authority audits, EDP auditing and | 


objectives of government financial statements. 


At the same time, representatives of the Public Accounts — 


Committees from the provinces and Canada held their fifth annual meeting. 
Included in the agenda of both groups was a combined meeting on July 12, 
at which time a panel discussion was held dealing with the subject ‘‘How 
well are Public Accounts Committees and Auditors doing?’’ The panelists 


for this discussion were Professor Douglas Hartle, University of Toronto, | 


and Orland French, a columnist for the Globe and Mail. 


6.13 Examination of the Accounts of the Office of the Provincial 
Auditor 


Section 28 of the Audit Act reads as follows: 


‘‘A person or persons, not employed by the Crown or the 
Office of the Assembly, licensed under the Public 
Accountancy Act and appointed by the Board, shall examine 
the accounts relating to the disbursements of public money 
on behalf of the Office of the Auditor and shall report 
thereon to the Board and the chairman of the Board shall 
cause the report to be laid before the Assembly if it is in 
session, or, if not, at the next ensuing session.”’ 


The Board referred to in the preceding quotation is the Board of 


, 
{ 


Internal Economy. The Office’s audited statement of expenditure for the : 
year ended March 31, 1983, which will be tabled in the Assembly during the : 


fall session, is included as Exhibit 8 of this Report. 
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EXHIBITS 


. Sections of the Audit Act Relevant to the Responsibilities of the 


Provincial Auditor. 


. Province of Ontario, Audited Financial Statements, Year Ended March 
31, 1983. 
. Management Board Orders—Amounts Authorized and Expended 


Thereunder, Year Ended March 31, 1983. 


. Statutory Appropriations—A mounts Expended Thereunder, Year 


Ended March 31, 1983. 
Office of the Provincial Auditor: 
Organization Chart. 
Ministry Audits and Special Reviews, Year Ended March 31, 1983. 


Agency of the Crown and Crown Controlled Corporation Audits, 
Year Ended March 31, 1983. 


Audited Statement of Expenditure, Year Ended March 31, 1983. 


. Status of Suggested Corrective Action and Recommendations 


Contained in Previous Annual Reports. 


Status of Recommendations Contained in the Reports of the Standing 
Public Accounts Committee to the Legislative Assembly. 
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EXHIBIT 1) 
SECTIONS OF THE AUDIT ACT RELEVANT TO THE | 
RESPONSIBILITIES OF THE PROVINCIAL AUDITOR 


KEY DEFINITIONS | 
Agency of the Crown | 


1. (a) ‘‘agency of the Crown’’ means an association, authority, board, 
commission, corporation, council, foundation, insite 
organization or other body, 

(i) whose accounts the Auditor is appointed to audit by its. 
shareholders or by its board of management, board of directors. 
or other governing body, | 

(ii) whose accounts are audited by the Auditor under any other Act. 

or whose accounts the Auditor is appointed by the Lieutenant 
Governor in Council to audit, | 


(iii) whose accounts are audited by an auditor, other than the 
Auditor, appointed by the Lieutenant Governor in Council, or | 


(iv) the audit of the accounts of which the Auditor is required to 
direct or review or in respect of which the auditor’s report and 
the working papers used in the preparation of the auditor’s. 
statement are required to be made available to the Auditor 
under any other Act, 


but does not include one that the Crown Agency Act states is not. 
affected by that Act or that any other Act states is not a Crown, 
Agency within the meaning or for the purposes of the Crown Agency, 
Act. 


Crown Controlled Corporation 


1. (e) ‘“‘Crown controlled corporation’’ means a corporation that is not an 
agency of the Crown and having SO per cent or more of its issued and 
outstanding shares vested in Her Majesty in right of Ontario or 
having the appointment of a majority of its board of directors made 
or approved by the Lieutenant Governor in Council. | 


Inspection Audit 


1. (g) ‘‘inspection audit’’ means an examination of accounting records. 
EXAMINATION OF ACCOUNTS 


Consolidated Revenue Fund 


9.1) The Auditor shall audit, on behalf of the Assembly and in sucl. 
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manner as the Auditor considers necessary, the accounts and records 
of the receipt and disbursement of public money forming part of the 
Consolidated Revenue Fund whether held in trust or otherwise. 


Agencies of the Crown and Crown Controlled Corporations 


.(2) 


.(3) 


9.(4) 


Where the accounts and financial transactions of an agency of the 
Crown are not audited by another auditor, the Auditor shall 
perform the audit, and, notwithstanding any provision of any other 
Act, where the accounts and financial transactions of an agency of 
the Crown are audited by another auditor, the audit shall be 
performed under the direction of the Auditor and such other auditor 
shall report to the Auditor. 


Where the accounts of a Crown controlled corporation are audited 
other than by the Auditor, the person or persons performing the 
audit, 


(a) shall deliver to the Auditor forthwith after completion of the 
audit a copy of their report of their findings and _ their 
recommendations to the management and a copy of the audited 
financial statements of the corporation; 


(b) shall make available forthwith to the Auditor, when so requested 
by the Auditor, all working papers, reports, schedules and other 
documents in respect of the audit or in respect of any other audit 
of the corporation specified in the request; 


(c) shall provide forthwith to the Auditor, when so requested by the 
Auditor, a full explanation of work performed, tests and 
examinations made and the results obtained, and any other 
information within the knowledge of such person or persons in 
respect of the corporation. 


Where the Auditor is of the opinion that any information, 
explanation or document that is provided, made available or 
delivered to him by the auditor or auditors referred to in subsection 
(2) or (3) is insufficient, the Auditor may conduct or cause to be 
conducted such additional examination and investigation of the 
records and operations of the agency or corporation as the Auditor 
considers necessary. 


SUBMISSION OF ANNUAL AND SPECIAL REPORTS 
12.(1) The Auditor shall report annually to the Speaker of the Assembly 


after each fiscal year is closed and the Public Accounts are laid 
before the Assembly, but not later than the 31st day of December in 
each year unless the Public Accounts are not laid before the 
Assembly by that day, and may make a special report to the Speaker 
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at any time on any matter that in the opinion of the Auditor should 
not be deferred until the annual report, and the Speaker shall lay 
each such report before the Assembly forthwith if it is in session Or, 
if not, not later than the tenth day of the next session. 


CONTENT OF ANNUAL REPORT 


12.(2) In his annual report in respect of each fiscal year, the Auditor shall 
report on, 


{ 


(a) the work of the Office of the Auditor, and on whether in 


carrying on the work of the Office the Auditor received all the | 


information and explanations required; 


| 


(b) the examination of accounts of receipts and disbursements of | 


public money; 


(c) the examination of the statements of Assets and Liabilities, the - 
Consolidated Revenue Fund and Revenue and Expenditure as 
reported in the Public Accounts, and shall express an opinion as 


to whether the statements present fairly the financial position of 
the Province, the results of its operations and the changes in its , 


financial position in accordance with the accounting principles | 
stated in the Public Accounts applied on a basis consistent with | 
that of the preceding fiscal year together with any reservations - 
the Auditor may have; 


all special warrants issued to authorize payments, stating the » 
date of each special warrant, the amount authorized and the ; 
amount expended; 


(d 


—_ 


all orders of the Management Board of Cabinet made to 


authorize payments in excess of appropriations, stating the date | 
of each order, the amount authorized and the amount expended; — 


(e 


—_v 


(f) such matters as, in the opinion of the Auditor, should be brought 
to the attention of the Assembly including, without limiting the. 
generality of the foregoing, any matters related to the audit of | 
agencies of the Crown or Crown controlled corporations or any 
cases where the Auditor has observed that, 


(i) accounts were not properly kept or public money was not fully! 
accounted for, | 


(ii) essential records were not maintained or the rules and 
procedures applied were not sufficient to safeguard and control 
public property or to effectively check the assessment,’ 
collection and proper allocation of revenue or to ensure that. 
expenditures were made only as authorized, | 
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(111) money was expended other than for the purposes for which it 
was appropriated, 


(iv) money was expended without due regard to economy and 
efficiency, or 


(v) where procedures could be used to measure and report on the 
effectiveness of programs, the procedures were not established 
Or, in the opinion of the Auditor, the established procedures 
were not satisfactory. 


INSPECTION AUDITS 


13.(1) The Auditor may perform an inspection audit in respect of a 
payment in the form of a grant from the Consolidated Revenue 
Fund or an agency of the Crown and may require a recipient of such 
a payment to prepare and to submit to the Auditor a financial 
statement that sets out the details of the disposition of the payment 
by the recipient. 


ASSISTANCE TO STANDING PUBLIC ACCOUNTS COMMITTEE 


16. At the request of the Standing Public Accounts Committee of the 
Assembly, the Auditor and any member of the Office of the Auditor 
designated by the Auditor shall attend at the meetings of the committee 
in order, 


(a) to assist the committee in planning the agenda for review by the 
committee of the Public Accounts and the annual report of the 
Auditor; and 


(b) to assist the committee during its review of the Public Accounts and 
the annual report of the Auditor, 


and the Auditor shall examine into and report on any matter referred to 
him in respect of the Public Accounts by a resolution of the committee. 


SPECIAL ASSIGNMENTS 


17. The Auditor shall perform such special assignments as may be required 
by the Assembly, the Standing Public Accounts Committee of the 
Assembly, by resolution of the committee, or by a minister of the Crown 
in right of Ontario but such special assignments shall not take 
precedence over the other duties of the Auditor under this Act and the 
Auditor may decline an assignment by a minister of the Crown that, in 
the opinion of the Auditor, might conflict with the other duties of the 
Auditor. 
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EXHIBIT 2 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Accounting Basis 

The following financial statements, prepared using the concept of a Consolidated 
Revenue Fund, have been designed primarily to provide an accounting of the financial 
resources appropriated by the Ontario Legislature. The fundamental requirement to report 
compliance with legislative authority results in a presentation of financial information in a 
manner significantly different from that used in the private sector. The accrual basis of 
accounting used in the private sector best reflects the costs incurred to earn revenues; the 


policies and practices followed by the Province, under which the financial transactions of © 


government ministries are recorded and displayed as Consolidated Revenue Fund cash 
inflows and outflows, best accommodates reporting to the Legislature. 


The cash basis of accounting used by the Province is modified to allow for an | 


additional thirty days to pay for debts incurred during the fiscal year just ended. In this 


regard, payments to employees for the pay period which overlaps the fiscal year end date are | 


Se 








apportioned between the two years. Cash inflows, on the other hand, are closed at March 31 | 
for cash received or in transit. With respect to provincial crown corporations, agencies, | 


boards and commissions, the financial statements of the Consolidated Revenue Fund reflect 
only the extent to which their operations have been financed or have contributed to the Fund 


for the year. 


Classification of Transactions 


The transactions of the Province of Ontario are presented in summary form 
according to the four distinct areas of government activity through the Consolidated Revenue 
Fund. 


‘‘Budgetary Transactions’’ are operational activities which include the 


revenues raised through taxation, premiums, fees, licences and permits, payments © 
from the Federal government under fiscal arrangements and shared-cost programs, | 


and income from investments. Expenditures on government programs include 
payments for goods and services, interest on the public debt, salaries, transfer 
payments to individuals, municipalities and institutions, subsidies and grants, and 
the acquisition or creation of fixed assets. 


‘‘Non-Budgetary Transactions’’ are the lending, investment and trust 
administration functions which include the government lending and investment 


activity in various crown corporations, agencies and municipalities. All of these | 


loans and advances are repayable or represent equity holdings supported by the 
assets of the corporations. Also included in this category is the activity within 


deposit, trust, reserve, and certain special purpose accounts. ‘‘Disbursements”’ is | 
the term used to describe the lending and investment -transactions of the’ 


government. ‘‘Receipts’’ consists of the repayment of loans or recovery of 


investments. ‘‘Credits’’ is the term used to describe payments into deposit, trust, © 
reserve, and special purpose accounts. Payments made from these same accounts 


are termed ‘‘Charges’’. 


ie “Debt Transactions”’ are the borrowing and repayment transactions 
which include obligations issued for both non-public and public sources of funds. 


. “Ontario Hydro Transactions’? relate to amounts borrowed by the 
Province on behalf of Ontario Hydro. The Province issues securities and advances 
the proceeds to Ontario Hydro in exchange for bonds with like terms and 
conditions. Since these transactions and the ensuing retirement and debt servicing 
costs are the result of a financing alternative and are not a part of the Province’s 
own budget plan, they are classified separately. 


t 
| 
i 
) 
i 
} 
( 


} 
| 


| 
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issets and Liabilities 


The assets and liabilities reported in the financial statements are financial claims 
yhich have been created by cash transactions. The recorded assets are claims by the 
/onsolidated Revenue Fund on other parties. As indicated in the Notes to the financial 
tatements, under current government policy, the funds required to repay some of the 
dvances and loans included in the recorded assets are effectively provided out of future 
rovincial expenditure appropriations. The liabilities are claims by other parties on the 
onsolidated Revenue Fund. Since expenditures on fixed assets do not represent financial 
laims on other parties and are not considered to differ from any other service to the public, 
hey are not reported as assets but are expensed as budgetary items in the year of acquisition. 


Debentures, notes and treasury bills are recorded as liabilities at the face value of 
he debt instrument. Discount, premium and commission expenses are treated as current year 
udgetary transactions. The general resources of the Province are used for the continued 
tderly retirement of debt and no sinking funds are maintained for this purpose. 


The contingent liabilities of the Province consist of guarantees by the Treasurer of 
ntario. Other significant commitments and liabilities are disclosed in Notes to the financial 
fatements. 


The net debt of the Province is the excess of liabilities over recorded assets. It is also 
he accumulation of all budgetary deficits and surpluses since Confederation. The year-to- 
ear change in net debt is the amount by which budgetary revenues exceed or are less than 
udgetary expenditures. 
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STATEMENT OF CONSOLIDATED REVENUE FUND | 
for the year ended March 31, 1983 


Opening Balance 
Cash and temporary investments . 


Budgetary Transactions 
Revenue 19 os oe aca 
Exnendittes: onesies aren 


Budgetary delicit 7: a ae 
Non-Budgetary Transactions 

Loans, Advances and Investments 

Receipts 

Disbursements 

Net (Increase) Decrease in 
Loans, Advances and 

Investments 


eee eee © © © © we we we ew ee 


88) \6, 0) er y'6: Se Se fee 


ce C6 e we 6 ew fe 


Net Increase in Trust 
Administration 
Functions 


oe © © © © © © eo ew we 


(net) 


666 9) Sw sie 6, 8 Se eyterie 


Ontario Hydro Transactions 
Proceeds of Debentures........ 


Related Advances, Interest and 
Recoveries 


(net) 


BGR! \e) ia, Siar (e) (670 a) cote) 018) tele nel Le 


Closing Balance 
Cash and temporary investments . 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 


($ millions) 


Budget 
1983 


(2,820) 








546 





588 
(25232) 





1,948 
131 


L8)7 
































Actual Actual 
1983 1982 | 
1,594 1,734 
19,322 17,884 | 
22,509 19,651 | 
(3,187) (1,767) 
341 342 
181 544 | 
160 (202) : 
| 
710 660 | 
221 194 | 
549 466 | 
709 264, 
(2,478) (1,503. 
! 
2,181 1,439 | 
130 16 | 
2,051 1,363. 
600 1,450 | 
220 110 
380 1,340 
(380) (1,340) 
1,167 1,594 
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STATEMENT OF BUDGETARY REVENUE 


for the year ended March 31, 1983 
($ millions) 






































Budget Actual Actual 
1983 1983 1982 
Taxation 
erSONALANGOUIC LAX Bee le ei... ons es. «nie 4 he ck 5,584 5,858 4,928 
RE PTT ET AS (20 Ge ae te en 3,677 3,420 2,853 
Cheetos Bh (ey ka [chev nt. | 1,491 1,361 1,769 
Pe ASOUNCE Ase eet, Ae reuh cn aGiet?. . oe. cs 931 848 759 
Bea ACCOM Anetra Kemet. ho. saa, 428 448 345 
DUS Recs 22 OR ho ge ae ee 215 184 172 
LCR METIS Get ee 125 100 129 
ee LACKS rd Keren eer cn erry el he ee ee 65 65 59 
AMO E TOMISSL AR Sry toca ee oe Rus 40 Pe 56 
PCS MOUNOU LY ne erie inst sos cies rine ee 11 9 
SetCA LUILICS INCOMCALAX cis ors, cc recyss Revco. (14) 8 
ek On oii kk a es Shard 4S kh 5 4 1 
12,561 12342 11,088 
Other Revenue 
Premiums—Ontario Health Insurance Plan ...... 1,402 1,365 1,179 
Profits from Crown Corporations and Boards 
Liquor Control Board of Ontario ........... 530 533 502 
Ontariodjottery Corporation... .. S640... 137 Ey, 137 
BemiClet COISTTATION TCCS 36 5.0.c 4c .chee Goshen wie so es 293 280 296 
Liquor Licence Board of Ontario revenues ....... 185 210 170 
Ree Tet COSA ICCNICOS co cuo0) wea nc areiere ccs ew ets 214 195 179 
LETS SYS AU Teen G) VEN SU nO Oe A 66 84 73 
BMC ONIECN AICS a oa s bislény 0s > eels we ales 78 76 76 
SSO CSIs oh aca eel a ane eat 70 73 67 
VCSAnG Reftalsme eee ee eed s aa cee sees. 3 62 64 
tar rt, er EN GEA elie es OE 107 122 22 
Government of Canada 
Established Programs Financing 
SP ontMCOURIDULION oie ca oe a es cee 1,979 1,894 2,044 
Extended Health Gare Services ¢......+...... 288 288 2o0 
meanagavAssistance Planicdy wee Ll koe. se ees 681 774 630 
mavonal Training Agreement .......0...64.54% 124 jb 124 
IS ae ee 223 2351 ~) 289 
S295 3,345 3,308 
‘Interest on Loans, Advances and Investments. ....... 460 548 623 
Total Budgetary Revenue.................--0005- 19,471 195522 17,884 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 
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STATEMENT OF BUDGETARY EXPENDITURE 


for the year ended March 31, 1983 
($ millions) 

















Budget 
1983 
Social Development Policy Field 
Healthc clea dis ee ee ee ee 6,544 
Education os o-easa ciate tehninme Staere ee ere 3,291 
Community and Social Services.............-5. 1,970 
Colleges and Universities...........+++-+2005- 1,860 
Citizenship and Cultureést.....- 142226 eeme seme 222 
Social Development Policy ......0...5 peacnsaws om0s 5 
13,892 
Resources Development Policy Field 
Transportation and Communications ........... 1,414 
Municipal Affairs and Housing 22. ie ole eee 1,074 
Natural Resources «.:< s.5.6 +5 epic ale ee ere 357 
Aoriculture and HOG... 5 te Sa cep rea e wpe in Pe 
AVINONINGH ee ase wien eerie aot eco ccer ees mares 246 
Industry and Trade. sac: oss. ata ace peers ewer 69 
EN Gf 2 Ya: fica bk iiua ete Bua orate Backer ae eee 66 
Tourismiand Recreation (es. ...42.04 ere ae 89 
LaDOUur s:.vie ls oe sikh ey wo ence ee ee 65 
Resources Development Policy .....:i:s:002.%. e) 
3,635 
Justice Policy Field 
Solicitor Greneral.n. @.ccan es one ee ee 285 
Attoriey Genetal \ . fsa... len ee ee 219 
Correctional Services /c coe ee 185 
Consumer and Commercial Relations........... 92 
Uaistice: Policy’ © 3 ic was ve eet ale ee 1 
782 
General Government 
REVENUE: foe ecuney st tet care ae coe ee ae ee 605 
‘lweasury and Economics: 4.0.4) cae c eee eee 351 
COVerniment Seavicesiec: cacce sca ae 365 
NorihernvAT [alist a geen wea arse eae 179 
Office of ThezAssem Dl vaee.:2 tote ee 28 
Management Board of Cavinet....... 494 see co eee 16 
Intersovernmental Attairs: ces. eee i 
OOULEE8s ifeciae ive ote thelr a anne a eel ne ee 13 
1,564 
Public Debt—interest.......................... PARP: 
Contingency Fund (Note 10)..................... 246 
Total Budgetary Expenditure.................... PDD IN| 





Actual 
1983 


6/733 











180 
a2 
14 

7 
12 


1,642 





2,110 





22,009 





Actual | 


1982 


5,776 














1,22z9 


1,832 | 


—— 


19,651 





See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 


EXHIBITS 


STATEMENT OF NON-BUDGETARY TRANSACTIONS 


for the year ended March 31, 1983 


($ millions) 


Loans, Advances and Investments 
Receipts 
Corporations, boards and commissions 
The Ontario Education Capital Aid 
POUDOLALIOM Mr eet SO ke 
The Ontario Universities Capital Aid 
SOLPOL ANON. ee, ek ek eee 
Ontario Land Corporation (note 3) ....... 
Development Comorations’ sss) ) es 
Ontario Municipal Improvement 
POE O Caroll eon tee ee ee ho goons 
Ontario Housing Corporation ........... 
The Crop Insurance Commission of 
SSPE LOL 2M Score AN OURAN otf an see aR 
AD te eae | NS Rah es 6 ss 
Water treatment and waste control facilities. . . . 
Poans tonnvnicipalities « . 2... .< 5... ....2.< 
Other loans and investments ............... 


Disbursements 
Corporations, boards and commissions 
The Crop Insurance Commission of Ontario 
DevelopmencC orporations . ven «Vth. 2s... 
BO oo is 5% ves le as sae we 
Ontario Energy Corporation ............ 
Onigvio and _OrporaliOn. vs. sos oceans 
Ontario Municipal Improvement 
UTE AR Tee er ene a otek ee 
Ontario Housing Corporation ........... 
LEST» Rocchi Sgeh Lol eat Maney Caren ear ee a 
Water treatment and waste control facilities. ... 
TOANS AMIS CIDANITICS) nos.) sce es sed sae 
Other loans and investments ............... 


Net (Increase) Decrease in Loans, Advances and 
OES TESTS Se ee ee a 
Trust Administration Functions 
Credits 
RCHISHT ALIAS MONT ict S ceo ida ie isle, wedi a seers 
Deposit, trust and reserve accounts .......... 
The Province of Ontario Savings Office 
DEDOSIIS = NEL INCIEASE 6 eos ewe ww ele one aes 


Charges 


SUS TRY GETTER, 205 50 Se ek en 


Net Increase in Trust Administration Functions ...... 
Total Non-Budgetary Transactions................ 


Budget 
1983 


32 
34 


119 
98 
217 
546 
588 


Actual 
1983 


489 
261 


_20 
770 


110 
ive 


221 
549 
709 


2 


Actual 
1982 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 
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STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1983 
($ millions) 








Budget 
1983 
Proceeds of Loans 
Non-public 
Canada Pension Plan Investment Fund....... 1,200 
Teachers’ Superannuation Fund ............ 748 
Total Proceeds of Loans 44 4 35.50 ee oe ee see 1,948 
Retirements of Loans 
Non pu bliGn aig es aie it otc. onstage none 84 
Public 
FOr general purpOsesrits cas cae oicmiae see ete es 47 
Total Retirements of Loans ...................-. 131 
Debt Transactions (met) ..............20 ce eee eee 1,817 








Actual 
1983 











STATEMENT OF ONTARIO HYDRO TRANSACTIONS 


for the year ended March 31, 1983 
($ millions) 


Proceeds of debentures (Duplic) i204, 2 tesoe arate eee ee 
(non-public): <7 o 5% hee ee 
Retirements ou debentures (public). 2. 5. oe eee 


Net increase in debentures for Ontario Hydro purposes.......... 


Related advances, interest and recoveries 
Oans (O-OULATIOTLYGlO m4 cca oes ere eee ee 
Interest on. debentures: 4 4 ss..274¢44 <0 ee ee 








600 


380 





| 


} 
| 


Actual | 
1982 | 








See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 
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ee eeeeeeeeeeeeSSSSSSSFSSSSSSSSsesesesesssshaee 
STATEMENT OF ASSETS AND LIABILITIES 


as at March 31, 1983 
($ millions) 




















1983 1982 
Assets 
Cash and temporary investments (Note 1) .................... 1,167 1,594 
Advances to Ontario Hydro, secured by bonds (Note 2).......... 5,910 5,530 
Advances and investments—other corporations, boards and 

Ems SS1 ONS (NOLES) hurw.: 18. ets Sea we Ley Mele ak Palen, oe 4,203 4,349 

Investments in water treatment and waste control facilities (at cost 
PeSemCCOVETICS) A NOC 4 itr on te ee ans, ae) 7. SDS ty WNT se 1,119 1,115 
Rr OUTUNI CIDA CSt er mere t ee eat, ee ne 2s Iota Ty 368 369 
mancr loans and investments (Note 5)..................ceeecce Ny 194 
Beer Cl OLUCUASSC IS tan ee a ee a 12,944 1 ea ley 
Perera etreirt yen ep ti trete st ae Le dees Sing Soaks oy al) Se a ated 16,942 T3855 
29,886 26,906 

Liabilities 

Deposits with the Province of Ontario Savings Office ........... 674 654 
MM ROTIBLUIUNCS ACN OLE ) oa crse, sree eck eco ccs a hs, =o cs ow wu tic RMU 2,787 2,407 
mumosit, trust and reserve accountS ............+ecceccccvscon 872 723 
Memeerrurcs ana notes (NOL )) so. ccs snc ccs se bess ns as Za,005 PEA H? 
29,886 26,906 
EEN MAD ITICS NOTES) Ne val Astle ates LPs ears oe BON 10,823 8,964 











See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 


Approved on behalf of the Ministry of Treasury and Economics: 
T. CAMPBELL, Deputy Treasurer of Ontario and Deputy Minister of Economics 
G. McINTYRE, F.C.A., Assistant Deputy Minister, Office of the Treasury 
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NOTES TO THE FINANCIAL STATEMENTS | 
(all figures in millions of dollars) | 


1. Cash and Temporary Investments 


Temporary investments consist mainly of short-term securities issued or guaranteed by | 
Canadian chartered banks and are recorded at cost. Also included are $55 million (1982 | 
$53 million) of debentures and bonds issued or guaranteed by the Province, which at | 
March 31, 1983 had a market value of $50 million (1982 $40 million). 


2. Advances to Ontario Hydro 


The Province has advanced funds to Ontario Hydro, secured by bonds with like terms 
and conditions to the securities issued by the Province on behalf of Ontario Hydro. The 
bonds consist of $4,910 million (1982 $4,530 million) in U.S. dollars, recorded at par, — 
and $1,000 million (1982 $1,000 million) in Canadian dollars with respect to Canada | 
Pension Plan funds. At March 31, 1983, the Canadian dollar equivalent of the U.S. . 
dollar bonds was $6,058 million (1982 $5,573 million). 


3. Advances and Investments—Other Corporations, Boards and Commissions 





1983 1982 | 

The Ontario Universities Capital Aid Corporation.......... $1,082 $1,11384 
The Ontario Education Capital Aid Corporation ........... 1,026 1,114 | 
Ontario Land Corporation... «cass <<a wl ce 1,012 1,068 — 
Ontario. Enerey:Corporation)-.cin iarasuig ar eee 351 3415) 
Development Corporations. ......%%. 000 ee sees aes eee 274 27H 
Ontario Housing. Corporation... eee ete 192 190 | 
Other so ede Sn eaierecdta ear ate ee eee. 266 25inK 
$4,203 $4,349 © 








The Ontario Universities Capital Aid Corporation received advances from the Province 
until March 31, 1978 to purchase bonds or debentures issued by provincial universities, , 
colleges, the Art Gallery of Ontario, the Royal Ontario Museum and municipalities on — 
behalf of public libraries for approved capital construction projects. The securities held — 
by the Corporation are the obligations of the issuing institutions. Effective April 1, 1978 © 
the loan program was replaced by grants from the Province to the institutions. During 
the fiscal year ending March 31, 1983, $111 million (1982 $112 million) was included in 
these grants from the Province to cover the amounts of principal and interest due to the 
Corporation from institutions other than municipalities. The Corporation has continued | 
to administer the repayment of outstanding loans. | 


The Ontario Education Capital Aid Corporation received advances from the Province 
until March 31, 1980 to purchase bonds or debentures issued by school boards for | 
capital expansion programs. The securities held by the Corporation are the obligations | 
of the individual school boards. However under support arrangements for the © 
repayment of advances, the Province has given grants, currently averaging 75% of | 
approved debt charges, to local school boards. The Corporation has continued to | 
administer loan repayments, although since April 1, 1980, no new advances have been | 
made. The loan program has been replaced by direct grants to school boards from the 
Ministry of Education. 


The Ontario Land Corporation assumed the assets and liabilities of the Ontario 
Mortgage Corporation during 1982. Of the total advances outstanding, $502 million 
(1982 $519 million) relates to Ontario Land Corporation. $398 million (1982 $402 
million) of this amount was used to finance land holdings and is non-interest bearing. 
The balance of advances outstanding, $510 million (1982 $549 million), has been used to 
provide primary and secondary mortgage financing for eligible persons. 


The Ontario Energy Corporation was established to invest and participate in energy | 
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related projects. The Province has made loans to and investments in the Corporation, 
including a $325 million non-interest bearing demand loan advanced in 1981 to finance 
the purchase of one-half of approximately 25% of the common shares of Suncor Inc. by 
Ontario Energy Resources Limited, a wholly owned subsidiary of the Ontario Energy 
Corporation. 


The Ontario Development Corporation and the associated Eastern Ontario 
Development Corporation and Northern Ontario Development Corporation provide 
loans and arrange for provincial guarantees of bank loans to qualified enterprises. The 
Province has purchased an equity of $7 million and has advanced all funding for the 
lending programs of the Corporations. Through its budgetary expenditures, the 
Province also transfers to the Corporations an amount to defray the costs: of all 
administrative expenses, of loans made at low interest rates, of certain loan forgiveness, 
of honouring guarantees, and of loan and loss write-offs. In 1983 these transfers 
amounted to $34 million (1982 $31 million). 


The Ontario Housing Corporation plans, constructs and manages residential housing 
projects. Financing is provided by the Province and the Canada Mortgage and Housing 
Corporation. Assisted housing and rent supplement operations are subsidized under a 
cost sharing arrangement between the Province and the Canada Mortgage and Housing 
Corporation. The Province’s share of the subsidy for the 1982 calendar year was $142 
million (1981 $139 million). 


4. Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and 
sewage systems to serve municipalities. These investments are being recovered over the 
life of the agreements with the municipalities. Agreements covering $1,031 million of the 
investment are for provincially-owned projects which are subject to service rate billings. 
The proceeds from billings are used to amortize the investment over periods of up to 
forty years, to pay for operating costs and to provide a return on the investment. Certain 
other agreements provide for the accumulation of the principal portion of annual 
amortization payments in a sinking fund. The accumulated balance in these funds, 
which are included in deposit, trust and reserve accounts, was $52 million at March 31, 
1983 (1982 $46 million). Since 1978-79, the Province has changed its policy and is 
phasing out investments in favour of assisting municipalities by direct grants. 


5. Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction 
loans to public hospitals amounting to $164 million (1982 $181 million). During the 
current fiscal year, the Province made grants of $14 million (1982 $16 million) to assist 
public hospitals in meeting principal and interest payments. No new loans have been 
made since 1978 when the Ministry changed its public hospitals capital financial support 
program from loans to grants. 


6. Pension Funds 








1983 1982 

Public Service Superannuation Fund ...........---.++++: $2,764 $2,387 
Legislative Assembly Retirement Allowances Account....... 23 20 
$2,787 $2,407 





The Province maintains accounts within the Consolidated Revenue Fund for all 
contributions and interest earnings less pension payments for both the Public Service 
Superannuation Fund and Legislative Assembly Retirement Allowances Account. The 
amounts recorded by the Province are essentially the sole assets of these pension plans. 


Based on the latest actuarial report as at December 31, 1979, the Public Service 
Superannuation Fund had unfunded liabilities as follows: 
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1. Aninitial unfunded liability of $83 million, upon which an interest contribution of 
$7 million is required to be credited annually in accordance with the Pension 


Benefits Act. 
2. Residual unfunded liabilities of $233.5 million which are required to be amortized 


by annual payments of $33 million until January 1, 1990 and $32 million on | 


January 1, 1991 and 1992. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at | 


March 31, 1983, published June 13, 1983, revealed a deficit of $617 thousand. 
As at March 31, 1983, the Province had made all scheduled payments. 


Debentures and Notes 





1983 1982 
Payable in 
Years of United 
Maturity Canadian States Deutsche 
March 31 Dollars Dollars Marks Total Total Gi 
1983 $ $ $ $ $ 254 
1984 252 81 7 340 340 
1985 103 3 106 106 
1986 212 100 3 ohio 315 
1987 343 3 346 346 
1988 a3 200 3 976 
1-5 years 1,683 381 19 2,083 1,360 
6-10 years 2,862 637 3,499 3,082a 
11-15 years Sea 144 5,417 5,069 
16-20 years 8,662 540 9,202 8,410 © 
21-25 years 1,969 1,526 3,495 3,061 
26-30 years 62 1,699 1,761 2,029 
31-35 years 74 74 re) 1) 
36-40 years 22 yy) 37 | 
$20,607 $4,927 $ 19 Pes ee te $23,122 


The U.S. dollar debenture liability of $4,927 million (1982 $4,548 million) is recorded at | 
par with the Canadian dollar and except for $17 million (1982 $18 million), has been | 
incurred on behalf of Ontario Hydro. At March 31, 1983 the Canadian dollar equivalent | 
was $6,080 million (1982 $5,595 million). As explained in note 2, the Province holds an | 
asset of U.S. dollar bonds of Ontario Hydro recorded at a par value of $4,910 million | 


(1982 $4,530 million). These bonds with like terms and conditions to the securities issued 


by the Province, had a Canadian dollar equivalent as at March 31, 1983 of $6,058 | 


million (1982 $5,573 million). 


The Province has borrowings of 65 million (1982 89 million) Deutsche Marks recorded 
at $19 million (1982 $26 million), the Canadian dollar equivalent at the time of issue. At 
March 31, 1983 the Canadian dollar equivalent was $33 million (1982 $45 million). 
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10. 


i. 


Contingent Liabilities 


The Province is guarantor of certain obligations as follows: 











1983 1982 
Debentures, bonds and notes 
OPPT EER ATOR Rey hie Pe ge SPSS eo $10,238 $8,453 
iDer Provincia crown AZENCIES. fsx). sbayerd leecher al viene anBec 5 5 
10,243 8,458 
Bank loans guaranteed 
Corporations and individuals through various government 
PROS EAU See e ee Clete ape fie ta ar sche ce ee eee 220 128 
Other guarantees 
RE OUI AIO TS iP Eide as ok sie A eth 6 hate Se, ted opodbonmn ote 360 378 
$10,823 $8,964 








. Teachers’ Superannuation Fund 


Through the budgetary expenditures of the Ministry of Education, the Province makes 
annual payments on account of the matching employer’s share of teachers’ con- 
tributions to the Teachers’ Superannuation Fund. Further, the Province is committed 
to paying any deficiency in the Fund. The Fund is administered by the Teachers’ 
Superannuation Commission. 


Based on the latest actuarial report as at December 31, 1981, the Teachers’ 
Superannuation Fund had unfunded liabilities as follows: 
1. An initial unfunded liability of $328 million upon which an interest 
contribution of $23 million is required to be credited annually in accordance 
with the Pension Benefits Act. 


2. Residual unfunded liabilities of $105 million which are required to be 
amortized by annual payments of $16 million until December 31, 1990. 


As at March 31, 1983 the Province had made all scheduled payments. 


Budget Figures 

The comparative budget figures in the financial statements are from the 1982 Ontario 
Budget which was presented by the Treasurer of Ontario to the Legislative Assembly on 
May 13, 1982. 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure 
represents a provision for the cost of salary and employee benefit revisions likely to be 
approved in the fiscal year. These revisions when paid, however, are charged to each 
ministry’s appropriations. 

The Short-Term Job Creation budget figure of $171 million and the Ontario Renter-Buy 
budget figure of $75 million have been allocated to the Ministries of Treasury and 
Economics and Municipal Affairs and Housing respectively in the Statement of 
Budgetary Expenditure. 


Comparative Figures 
The 1982 comparative figures have been reclassified where necessary to conform with 
the 1983 financial statement presentation. 
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PROVINCIAL AUDITOR’S OPINION 


| have examined the statement of assets and liabilities of the Province of Ontario as | 
at March 31, 1983 and the statements of consolidated revenue fund, budgetary revenue, 
budgetary expenditure, non-budgetary transactions, debt transactions and Ontario Hydro | 
transactions for the year then ended. My examination was made in accordance with generally — 


accepted auditing standards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the | 


Province as at March 31, 1983 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with the stated accounting policies set out in 
the Summary of Significant Accounting Policies on page 1-2 of Volume 1 of the Public 
Accounts, which have been applied on a basis consistent with that of the preceding year. 


In accordance with section 12 of the Audit Act, a report will be made to the Speaker | 


of the Legislative Assembly. 


Gide bom 


D.F. Archer, F.C.Am 
Toronto, September 2, 1983. Provincial Auditor. 
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EXHIBIT 3 
MANAGEMENT BOARD ORDERS 


Amounts Authorized and Expended Thereunder 
Year Ended March 31, 1983 





Date of Ministry 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of Agriculture and Food 
Ministry Administration Program 
Meme GS ea Olice ea oa ee cee 381,800 314,259 
Feb. 22, 1983 Financial and Office Services ........... 280,000 280,000 
Mar. 22, 1983 Financial and Office Services ........... 204,000 185,943 
Feb. 22, 1983 Personne scrvices 2. Se 63,000 59,036 
Feb. 22, 1983 Ptr MATONSSEIVviCes ia ake tee 290,000 290,000 
Mar. 22, 1983 Par orALOM DeLY ICES ccs care 4 dee cnc 187,000 187,000 
Apr. 12, 1983 MOGOLINAMON: SEIVICES Rake nc 5 ok ie 52,000 18,649 
Feb. 22, 1983 PeauCICS ANGIRTMIOLILES So ox wo ws tes 195,000 195,000 
Mar. 22, 1983 POUCES and PHOrilies s.r ne hts 170,700 111,095 
Feb. 22, 1983 DAU CENICES oe on oc ass as ee 30,000 30,000 
Mar. 22, 1983 Pew alSClV ICES 4 fee eos en der 0G CS 22,800 4,331 
Mar. 22, 1983 PERRTIC DCCL D2 ei a Aras eRe a 4,100 —- 
Agricultural Marketing and Industry 
Development Program 
Beer 1983 TRPMIATKCLING, G5 aicew is ane ce dane a WEE aN 535,000 344,224 
meee. 1983 WeOnality Standards.........< 20.06 oe sfershes 880,000 880,000 
Mar. 22, 1983 BO ALEVE PU ATIOAL OS cr. % 0 5 4c) o «ac 0 35 CE 1,104,100 1,012,734 
Apr. 5, 1983 Financial Assistance to Agriculture....... 28,767,000 24,829,675 
Agricultural Technology and Field Services 
Program 
Me 2s LOND AMR ONICATION «, nc ale ene hdssidiers ws. psaeho et eee 788,600 574,769 
Feb. 22, 1983 RESCATCH Ss ee tees eon Sepa s Bieter easel 370,000 370,000 
Mar. 22, 1983 BR CALC I ey error ieee an ate pa ice ts 1,351,000 1,080,299 
Rett 2 A983” VOACVISOLY SEL VICES fleremes ) charpre oe mint east 1,595,000 1,595,000 
Mar. 22, 1983 RAUIS OUNEOCIVICCS 2a Gli Laine suete.s) 2,181,200 2,181,200 
Bene 2 19835 SM AGVISOTY OELVICESi inte © otras A oaheee Fie 5 92,000 6,114 
39,544,300 34,549,328 
Ministry of the Attorney General 
Law Officer of the Crown Program 
BE VL 95S PATIOITICY COCTICTAN cg rete oo oe Co eee ae 32,000 30,183 
mare 1, 1983 -.Deputy Attorney General.............. 34,000 34,000 
mor. 12,1983 Deputy Attorney General.............«. 22,000 Ue 
Mar. 1,1983 Law Research (Ontario Law Reform 
Me OITILIS TOU: Ste ss co sccia) oe suetes Soe eaves 35,000 pds iis 
ere 1983 Royal Commissions... 2... 6. se ee oe ee 190,000 = 
Administrative Services Program 
L9G 4k AS ORI CO tee Saat pags ore oto aa de ays nly 5,670,000 5,607,968 
Financial SCEVICES ci... cic ae wale eles es 150,000 119,004 


Mar. 1, 1983 
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Date of Ministry 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of the Attorney General (cont’d) 
Mar. 1, 1983 Personnel Services: ne cee ee eee 60,000 59,929 
Apr. 12, 1983 Information S€rvices es see ee 98,000 94,012 
Mar. 1, 1983 Analysis and’ Plannin 4s re 120,000 120,000 
Apr. 12, 1983 Analysis'and riannine' st... 73 eee 13,000 6,982 
Apres t2, 1983." “AUCIESEIVICeS Se) rae eee oe 27,000 26,240 
Guardian and Trustee Services Program 
Mar: 1,1983 - ~OffielaliGuardian sce ee eee 318,000 318,000 
Apr. 12, 1983 OfiiciahGuardianw.«.. seo eee 35,000 34,953 
Mar. 1, 1983 Public Trustee 26.34 4s eee ae 252,000 231,028 
Mar. 1, 1983 Supreme Court Accountant 4.2s5..1nueeeee 10,000 10,000 
Apr. 12, 1983 Supreme CourtvAccountant 5 4.1.0 ese 5,000 4,987 
Crown Legal Services Program | 
Mar. 1, 1983 Criminal Law Division .6 ve. 22 ae 1,670,000 1,436,870 © 
Mar. 1, 1983 Civil Law. DIVISION c= «25a ss os ee 40,000 40,000 
Apr. 12, 1983 Civir Law Division 9 2%44)<4 soa. nae 10,000 6,382 
Courts Administration Program 
Mar. 1, 1983 Program: Administrations .a0 5.24 ese oe 170,000 170,000 
Apr. 12, 1983 Program AUministration. ge see siae oe ee 440,000 436,348 © 
Mar. 1,1983 >" Supreme Courtor Ontario. 24.6. 45. 0G 535,000 535,000 
Apr. 12, 1983 Supreme Court:of Ontanous ssa nee eee 140,000 136,149 
Mar. 1, 1983 County and. District Courts... (ram 3,810,000 3,810,000 | 
Aprei2, 1983 — Gountyand District Counts, ..eaatneneee 190,000 185,314 
Mar. 1, 1983 Small Claims Courts-\45.44.. 524 wee 110,000 110,000)} 
Apr. 12, 1983 Sima laims Counts «ace dane ose eee 170,000 169,967 © 
Mar. 1, 1983 Provincial Courts. ;.Waweeeeee oe ee 4,940,000 4,845,396 | 
Administrative Tribunals Program 
Mar. 1,1983 Assessment Review Court.............. 120,000 120,000 
Apr. 12, 1983 ASSessinient Review Court. +224 eee 2) ae 23,000 22,628 
Sept. 14,1982 The Metropolitan Police Force Complaints 
PFOJCCL < aie ateiee se oe ore ee ee 270,000 270,000 
Mar. 1,1983 The Metropolitan Police Force Complaints 
Project. 0.3.22 406 2h o's ee ee ee 90,000 87,069 © 
Apr. 12, 1983 The Metropolitan Police Force Complaints | 
Project ce: a eaaeeea ete ae ee, ee 15,000 — 
19,814,000 19,123,890 
Cabinet Office 
Cabinet Office Program 
ADE 12, 1983. MainiOffice 24.05%... ot ee ee 101,200 79,161 
Apr. 12, 1983 Government House Leader............. 3,000 —— 
104,200 79,161 


EXHIBITS 22] 


Date of Ministry 
Order Program and Activity Authorized Expended 
eee 


$ $ 
Ministry of Citizenship and Culture 
Ministry Administration Program 
Feb. 1, 1983 PTL MO GI CC colicig tart sean once ohio calcrcnce se 329,100 248,233 
Mar. 22, 1983 Ps tMANNG EA SET VICES ice oy. sein seen me cy aoe a ee 96,100 92,431 
Mar. 1, 1983 MRO UATALLON SELVICES owas eo RE Ps Le 215,900 215,900 
Mar. 22, 1983 IN LOnMaAlOILSeLViCeSEemias butt eer Bee wee AR 18,300 4,424 
Mar. 1, 1983 MG ALB SOU VICOS ers Seecy oily ets to ons Pteiee Acai ewe 24,800 17,013 
eM LIS) PREECE SEL VICES, © 0s gs s,s oa een d is aa eg 13,300 ~~ 
Oct. 26, 1982 WOomimiunity PrOsrams. 0, oo es 527,500 527,500 
Mar. 22, 1983 WOnimunity Erouraiis eee so 5 es oe 117,400 95,811 
RMI 1953) Se TEXPCTICNCe O26 6.5 st cee a ole y Gems dss 12,500 —— 
Heritage Conservation Program 
Mar. 1, 1983 PATCTNVES ee. eee i city Boc Nabe Eine i ine SA 164,400 142,956 
Arts Support Program 
Mar. 22, 1983 Cultural Development and Institutions. ... 965,900 858,969 
Mar. 22, 1983 COTATI IOS CICNCOBONILen © nso e an, vhs aes 1,150,200 1,138,606 
Citizenship and Multicultural Support 
Program 
Mar. 22, 1983 Special Services for Native Peoples....... 20,300 a 


356905700 3,341,843 


Ministry of Colleges and Universities 


University Support Program 


mpr. 12, 1983 eacn ere OUCAUON sxc corse ieee ee 50,000 30,186 
College Support Program 

Apr. 5, 1983 OnanoouncilofRegents’ 2 aga. ..... 60,300 57,241 
Skills Development Program 

Mar. 1, 1983 SSIS ICVCLODINICN errmte sete neee Yen tasted Shot's 19,400,000 19,400,000 

BE 2109535) TROKIISIDEVELOPMEN ion. oor br ogee e570 Sein oso e's 13,236,200 12,212,154 

Mar. 22, 1983 Schools for Nursing Assistants.......... 164,000 155218 


32,910,500 31,854,799 


Ministry of Community and Social Services 


Ministry Administration Program 


Mar. 22, 1983 RT) LICE tek aha ceed cat sins Aces. pwr 89,100 52,216 
Apr. 5, 1983 Minancial SeciwviceSeacss Meese he oe 314,300 18,574 
Mar. 22, 1983 Supplyand: Office Services cre Sn create ls Se 468,700 401,509 
Mar. 15, 1983 PET SORMOCIS OLY IC CS se cscs cats Ue conan io ae uesce omen 290,800 226,539 
Mar. 1, 1983 MPO AllOMSCLVICES =. cso ze es ae seen odes 98,100 75,159 
Mar. 22, 1983 TAC ALES CLVAC CS tiers 4s eto cote n> Gunners ise 51,500 48,282 
Mar. 15, 1983 Ju eVa hose Od (ol acy eR Ce een et OL 132,500 111,965 
Apr. 5, 1983 Systems Development Services ........-- 514,000 234,840 


Mar. 15,1983 Social Assistance Review Board ......... 208,300 207 179 
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Date of Ministry 
Order Program and Activity Authorized Expended | 
; $ $ 
Ministry of Community and Social 
Services (cont’d) 
Adults’ and Children’s Services Program | 
Apr. 5, 1983 Mncome MAINTENANCE. «el. bane ee ee 22,719,200 22,426,244 
Apr. 5,4983. soAdults Social Services avenue ot ee 13,990,700 13,239,989 | 
Apri 5, 1983 Children’s Social Services...,..4.5.0emeee 4,982,600 4,590,324 | 
Apr. 5, 1983 Developmental Services — Adults and 
Children <5 eae eee ed eee 16,124,500 15,041,048 | 
59,984,300 56,673,864 | 
Ministry of Consumer and Commercial 
Relations 
Ministry Administration Program 
Mar. 22, 1983 Financial Services. xis-a.< ¢.«5 a Goin eee 183,900 178,959 | 
Feb. 15, 1983 Supplies and Olice Services «. 4 ay cate 234,900 234,429 | 
Mar. 22, 1983 Personnel Services 4005727 are ee ee 90,300 87,51} 
Mar. 22, 1983 Information Services «25 < unc ore ce eee 51,700 50,765, | 
Commercial Standards Program | 
Feb: °8,20983: “SS Cue eS bg sete ee ea ee 1,273,800 1,271,793 
Mar. 22, 1983 PERSON FIANS ai rue cunts: oon ee ee 47,600 47,259 
Feb. 15, 1983 Binancial IUstitutions. 2aer. eek see ee 750,000 750,000 | 
Mar. 15,1983: . Financial lnsutuiions .. 22. oe eee 7,039,600 6,107,869 | 
Mar. 22; 1983 -<Companies ....21an. Foes ee ee ee ee 13,200 _— 
Mar. 22,1983: . -Business Practices...<., 1-5 eus gat ee 679,000 677,461 — 
Technical Standards Program | 
Mar. 22, 1983 Program Administration .............. 241,800 240,725 
Mar. 22, 1983 Pressure.y essels sa letyi. 20 eee 180,600 179,618 
Mar. 22,1983. Elevatine Devices 3.2. se...065 see eee 141,200 140,672 
Mar22,.1983'- . Fuels Saicty ni. 900 eee 295,500 294,650 
Mar. 22, 1983 Upholstered and Stuffed Articles ........ 24,400 22,528 
Public Entertainment Standards Program 
Mar. 22,1983 Regulation of Horse Racine. | yang le. 35,300 28,585 — 
Property Rights Program 
Mar.22, 1983 ~ Program Administration <-.4-) 30 eee 294,000 293,920 | 
Mar. 22,1983 Real Property Registration............. 1,274,600 1,274,5 ial 
Mar. 22,1983 Legal and Survey Standards ............ at 200) 50,812 | 
Mar. 22,1983 Personal Property Registration.......... 580,200 545,647 | 
Registrar General Program | 
Mari22,1983 (ARegistrar General...5.5 002 oe a a eee 394,100 393,982 
Liquor Licence Board 
Mar. 22,1983 — Liquor Licence Board of Ontario........ 1,505,200 1,505,042 
15,382,100 14,376,773 
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Date of Ministry 
Order Program and Activity Authorized Expended 





Ministry of Correctional Services ; : 
Ministry Administration Program 
Mar. 1, 1983 UWE QUESTS) nit) Oe cee ae ee ee 32,100 256 
Mar. 1, 1983 PATA CIPS ERVICES oie pode SSR woe ee eae 109,300 94,546 
Mar. 1, 1983 ST DIsLy AlN OT LICE SELVICES acc. 3 oe ek os 89,400 66,838 
Mar. 1, 1983 MUSEU SCIVACES wai nis wcaws iene Poe Goce, 107,500 106,223 
Mar. 1, 1983 PET RIA OI CL VICES <0 oo eso ccs ew ee 19,600 18,237 
Institutional Program 
Mar. 1, 1983 Wate al reatmentand Training............ 20,107,200 19,262,858 
Mar. 1, 1983 Institutional Program Support Services ... 111,700 99,871 
Mar. 1, 1983 Pasetulional otavslTainingess ss. osseous 40,300 29,992 
Community Program 
Mar. 1, 1983 Probation and Parole Services .......... 2,193,700 2,135,744 
Mar. 1, 1983 Ontario Board of Parole Services ~ 29.444; 108,500 94,685 


POON REXOY 21,909,250 


Ministry of Education 


Ministry Administration Program 


Feb. 22, 1983 EOC ne isc hao eo ae > so MANES 290,100 esa 
Mar. 8, 1983 Suppinand Oitice Services we ...... erie 252,700 113,144 
Apr. 12, 1983 TRPOMNAHOMSCIVICES a kU Bes Go Gok oe 430,000 417,137 
Apr. 12, 1983 eS CIV ICON Ee Bhat re winices Peas ek 13,400 11,870 
Mar. 8, 1983 PAGAAs SCL VACES Goes acearcetaeasst S Miriw Meiers pha 51,300 47,881 
Feb. 22, 1983 By stems JevclOpmentocLVvices 2... 625. 3 866,300 803,536 
Education Program 
Mar. 8, 1983 Schools for the Blind and Deaf.......... 2,374,300 2,364,294 
Apr. 12,1983 Educational Programs in the Training 
STO SM te Eira ee een cr sdrawiieaie «2 70,000 38,108 
Mar. 8, 1983 Schools for the Learning Disabled ....... 464,200 415,055 
Apr. 12, 1983 Coreespondence Education... ain4)5. 550,000 543,190 
Mar. 8, 1983 RemoenalOtiicesav.).cme.. (tint chae® | 1,928,000 1,678,234 
Services to Education Program 
Mar. 1, 1983 Education Relations Commission........ 145,300 115,407 


7,435,600 6,663,028 


Ministry of Energy 


Ministry Administration Program 


Mec, 21,1982 ~§ Administrative Services .......-.-.-+:- 700,000 676,311 
Meet 19082 (Experience 82. ec ee ee ee 6,000 6,000 
Meer 22, 1983 ~<Experience’82......-2 0.00042 cere eee 1,000 851 
Miear-22,1983 Information Services ........---s000 0% 15,000 14,341 
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Date of Ministry 
Order Program and Activity Authorized Expended | 





$ $ 
Ministry of Energy (cont’d) 

Regulatory Affairs Program | 
Apr;.12;.1983. “Natural Gas Regulation i257 .22.00 7 oe 130,000 80,697 | 
852,000 778,200 | 

Ministry of the Environment 
Ministry Administration Program | 
Dee. 21, 1982: eMain Office =. <s0eccioso + eee ee 50,000 50,000 ° 
Mare15)1983 9 “Niain Office 4.0.00 nee 76,700 76,700 © 
Mare22 1983. MaMa Oiiice 2. 2 eee. Peerorsrre yee 170,000 121,002 | 
Mar. 15, 1983 Capital Financing and Revenue ........ P 85,100 83,250 
Mar. 22, 1983 Capital Financing and Revenue ......... 30,000 — 
Marcl5. 1983. URinaneialiServicess.... 4 .c+ cee eee 43,500 — 
Mar. 15, 1983 Supply and Oifice Services: @ ocak wee 154,100 120,740 | 
Marez2,1955. “supply and Oiiies Services... ae 15,000 — 
Mar. 15, 1983 Personne! Deny iCeaus «212 & oak en 129,500 — 
Dec. 2119826. -Intormation Services. .6 so re ee 37,500 — 
Mar; 15,1983 “Information Services ,..-e et come 79,100 — | 
Mar. 22, 1983 Information SELVICES..5 4 vs w%c see Ae 10,000 — 
Mare15, 1983: “Analysis and Planning. v.04. eee. eee 64,600 — | 
Mar. 15, 1983 Deval Services. 265.4. ona ee eee 2,400 — | 
Marst5.1983°. "WAtdIE Services:.....4 eee oe ee eee 56,800 41,736 
Environmental Assessment and Planning 
Program 
Mars15,1983 “Program Adnumnistration 2... +... ee 202,200 —- | 
Maret5, 1983 ““AlP Resources, «os 2 7 hens Ieee 319,200 —_ 
Mar,22, 1983 JAir Resources:... «2. nee > ee ee 300,000 —- 
NMatew.5,,1983) “AV ater Resourcese. ee nae ee eee 590,100 253,748 | 
Mar. 22, 1983 Water Resources, 1.5 aan ene eee ee 85,500 = 
Mar. 15,1983 Pollution Control Planning ....)....... 300,000 66,432 | 
Mar. 15,1983 Environmental Approvals and Land Use .. 343,600 — i | 
Mar. 22, 1983 Environmental Approvals and Land Use .. 235,000 = 
Mar. 15,1983 Environmental Assessment Board ....... 54,700 — | 
Environmental Control Program 
Mar.15,1983 Program Administration .............. 176,100 164,179 | 
Mar. 22,1983 ‘Program Administration .......40,...6: 88,100 — 
Mar. 15,1983 Industrial Abatement ................. 736,700 620,393 + 
Mar. 22, 1983 ~ Industrial Abatement .:......5........ 346,600 — | 
Mar. 15,1983 Municipal and Private Abatement ....... 521,000 481,480 - 
Mar. 22, 1983 Municipal and Private Abatement ....... 137,500 — 
Mar. 15,1983 Plant Development and Construction..... 126,900 — 
Marts, 1983" "eelant Operations pee eee ee 2,167,300 1,847,825 | 
Mar. 15,1983 Laboratory and Technical Support....... 1,580,000 1,580,000 © 
Mar. 22,1983 Laboratory and Technical SUppPOrly aan 620,000 598,504 | 
Waste Management Program | 
Mar-15; 1933... Waste Utilizationt: ee 87,500 a 


Mar. 15,1983 Waste Systems Planning............... 47,200 se 
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Ministry 
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Expended 


Sc 


Mar. 


Mar 


Apr. 
Apr. 
Feb. 
Apr. 


Apr. 


Jan. 


Feb. 
Apr. 


Feb. 


Apr. 
Feb. 
Apr. 


Feb. 
Mar. 
Apr. 


Apr. 
Apr. 
Apr. 


22, 1983 
WS; 1983 


5, 1983 
5, 1983 
mz, 1983 
>, 1983 


Ds 1983 
18, 1983 
22, 1983 

Sid betes) 
22, 1983 

>, 1983 
22, 1983 

DL 83 


2241983 
8, 1983 
3083 


ye ee) 
5, 1983 
E28 


5.1983 
51983 
5,,1983 
>, 1983 


222, 1983 


Loss 
=3, 1983 
os 1983 
351983 
Dy, 1983. 
5, 1983 
5, 1983 
a, 1983 


Ministry of the Environment (cont’d) 


W asl OVslcils Planiitio see extents 9 fracae 
Hearing Panel on Industrial Waste 
STAR CLIICI US ey orcs ane...) 1. miepl eee 


Ministry of Government Services 


Ministry Administration Program 
RIGHMOLLICEM tert res ce Oe oe wscw, 


eee AS CEVICES Ae tr et oc Marea naey" 

Systems Development Services .......... 
Provision of Accommodation Program 

Program’ Administration inns. 40) os acsscoseress 


Leasing 
Leasing 
Leasing 


476.019: 10: 6/00 81-011 :6 6) 6. er 6a, 2 ie) Ne. ele he) eo) 8: 6 69.0) e: 


16, 6&6, 16:0 10) O10) Ss 6. A ele Ss Ble se) ble vb" se” 6% re! "6 


@ 0) 6 0: @) © 0 @ 6 ¢:\8' © (0 © © © © ©, s B, 6.0 © te Te e ¢.\¢ 


ENA ISOLYENCE VICES a visl Ss ru... ht 
ease — Purchase... 6 ds Ogee eS 


Real Property Program 


Program Administration 
Real Property Acquisition 


oer ee © © © © © © © © wo 


oe ee ec ee © © © we wo 


ReauProperty Management niiccctitecepe exes 
Upkeep of Accommodation Program 


Program Administration 


oe ere ee ee we we we we 


Repairs, Operation and Maintenance..... 
PCr islaiy eC Ch ICCS A ss ee le 


Supply and Services Program 
PUT NASING OCEVICES ci th Gres ese 
Publications and Printing Services ....... 
PON CCLION SS CIVICCS =". teers Ges ere a ome 
overnmentiMailiServicestene.. 7”... =. 
| Ra ORS Fe EOP Ue Wordnet Rn ey ena en MESSE 
APMIS ML GUILY ea cacao thc tett cs ech ee tet st 
PP AtS OTOP UTCAL 3 cert eck weatee ans ocoyeters 
SOV CMMeNiPAVINCIIS 01.0 rece. sveren ene senor s 
Insurance and Risk Management ........ 
Employee Health Servicess....../.0..>-. 2... 
BI lOV COND ATA SCE VICES .iyeocsaec ors, omen on es nnaene 
Employee Advisory Services...........-- 
EMC UTA SOR ACCS eer fcr. cr os pel een) sronan 


590,000 


2,800 


10,662,300 


54,800 
43,500 
72,100 
38,600 


32,500 
6,423,200 
1,300,000 
1,042,700 
109,400 
10,000 
152,000 

75,000 


137,300 
7,000,000 
47,700 


158,100 
3,461,200 
155,700 


129,500 
497,700 
196,400 
74,900 
57,700 
42,100 
174,600 
72,100 
16,500 
110,000 
259,700 
48,900 
17,500 


6,105,996 


52390) 


64,435 
37,393 


29,040 
6,423,200 
1,300,000 
1,025,370 

64,280 

6,056 
152,000 
73,581 


122939 
6,768,840 


152,451 
Je MMA BLE 
114,207 


48,351 
492,537 
109,208 


42,442 
9,742 
84,995 


89,794 
258,718 
35,015 
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$ $ 
Ministry of Government Services (cont’d) 
Communication and Computer Services 
Program | 
Feb. 22, 1983 Telecommunications. ......06..0.0..24% 1,836,500 1,823,398 | 
23,847,900 22,287,905 | 
Ministry of Health 
Ministry Administration Program | 
Mar. 22, 1983 Main: Oriice:.., ¢-oco- wwe ee ee ee 653,000 649,022 
Apre 5: 1983 “SPinancial Servieesu.....eu4aue ia eee 309,400 309,366 
Apri 5, 1983. “Supply and Office Services:jewrnas erases 439,700 427,940 
Apr. 5, 1983 ‘Personnel Services... Se ee ee 285,900 275,228 
Apr. 5.1983 — Analysis‘and Planning sa" Goose ee 55,200 51,489 | 
Apr. 5, 1983 Legal Services vas cste Gels. do es eee 40,400 37, 17a 
Apres 75,4983. asAudit Services Sack ieee 131,600 128,358 | 
Apr. 12, 1983 Systems Development Services... ee 76,000 70,812 jj 
Institutional Health Program 
Apr. 12, 1983 Program Administration <<) 4),..<.550009" 13,000 6,709 | 
Apr, 12, 1983 ~ “Emergency Health Services.....<.<¢--cxeee 710,000 626,163 | 
Mar. 22,1983 © Saboratory Services 7.4... 202 eases 1,908,600 1,903,228 
Public and Mental Health Program 
Apr: 5, 1983 ‘Program Administration .. 2...) ose 15,400 12,994 | 
Apr. 5, 1983 Mental Health 2.3 233 eee 35,030,800 34,685,502 | 
Health Insurance Program 
Apr. 12, 1983 Health Instiratice and Benefits"... > 72,053,000 72,034,0m 


t 


111,722,000 111,218,055! 


Ministry of Industry and Trade 


Ministry Administration Program 
Mars .8,1983 Main Offices aa. ee et eee 288,000 287,951 | 


Apr. 12, 1983 Financia) Servicesce Ger Soa ee 70,000 69,967. 
Apr. 12, 1983 Supply and Office Services:.(... 4. 3 ae 75,000 74,819. 
Apr. 12, 1983 Personnel Services ............cceceee 45,000 44,822 , 
Jan. i8, 1983 silntormation services: aa.o% oa sar ee 1,000,000 1,000,000 . 
APral2 1983 aalnfornmation Semmices =. cs ee eee 170,000 169,974 | 
Apr.2, 1983 weAudit Services x5 ven tee ere cee 2,000 1,894. 
Mars, 8, 1983 .Analysisand Planning ..40s0et eee 134,000 133,903 
Mar. 8,1983 Technology Centres Co-ordination....... 255,000 251,848 
Marags, 1983: piléegal Servicesam 0 pu wee ee 96,000 96,000 | 
Apr: 12; 1983 - salegalSenvices.. a. seee een ee 40,000 39,460 

Industry Division Program | 
Apr. 12, 1983 Program Administrationes 1.841 cee ee 5,000 4,919} 
Apr. 12, 1983 Industrial Policy and Analysis .......... 24,000 23,936 


Apr. 12, 1983 Small Business and Field Services........ 190,000 189,416 
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Expended 


a ee 


Apr. 
Apr. 


Mar. 


Apr. 


Apr. 
Apr. 


12, 1983 
£2, 1953 
8, 1983 
2, 1983 


12, 1983 
12, 1983 


June 14, 1983 


Dec. 
Jan. 


Mar. 


Mar. 


May. 


Feb. 


| Apr. 


Feb. 


Apr. 


Feb. 


_ Apr. 
Apr. 


Feb. 
Feb. 


'@epr. 


Feb. 
| Feb. 


7, 1982 
Z5, 1983 
1>,. 1983 


1551983 


24, 1983 


1.1983 
2, 1953 
1, 1983 
ie 1983 
1; 1983 
i, 1983 
12, 1983 
1, 1983 
1, 1983 
m2, 1983 
1, 1983 
1, 1983 


Ministry of Industry and Trade (cont’d) 


Investment Opportunities........ 

alka: 94a eG @) [oo ae ere Ral ne 

Ontario Research Foundation..... 

Ontario Research Foundation..... 
Trade Division Program 

International Trade and Investment 

Sireimationadl Oifices .. 2... .. 
Industrial Incentives and Development 

Program 
Ontario Development Corporation. 


Ministry of Intergovernmental Affairs 


Intergovernmental Relations Program 
PARPLOCOUOEEV ICES 60s sn at.co- at neetGiige 
Pet LISET MICOS oie es vicnan's Sete ts 
PEOPOCOL DEL VICCS: os, 0 oc tremens 

French Language Services and Franco- 

Ontarian Affairs Program 


BPG. oF risks 


oe we ew 


“2 © © © © 


CW tat aro Jeary 


a -6 Oe Ree co 


S56.) 0 oF @ 


ers wa 6 8 


ee © © © © 


oe ee ee 


French Language Services Co-ordination . . 


Justice Policy 


Justice Policy Program 
NRISMCOHCO CVE tr tu teeta, Ye Rte 


Ministry of Labour 


Ministry Administration Program 


ot CPR oS DE Ae OR ere ea | 


MATIC TAL SCI ICES tte so. «ic ood. = 9c oan 
MUO OIV AI CT TICE SELVICES. oso nos ean ae 
DUD VrANGOT ICO OETVICES . = ace a oe Fue os 
RAPT COMIC HS CUV ICES, wee ieic cn re > slic aus wtere 
Mi ONmialiGn SErViCes 27 2's oss re acess > 
Pauavsisand Planninges; 8 
PeeVSIS ANC Planning Gt... «cee cea le + 
Pee OL VICES i ei ne pee ee ee 
Systems Development Services.........-.- 


ee eo 


128,000 

12,000 
500,000 
210,000 


370,000 
244,000 


2,450,000 


6,308,000 


130,000 
74,000 
23,900 


296,100 


524,000 


313,200 


173,600 
135,500 
28,600 
10,000 
260,400 
48 ,600 
80,200 
60,300 
467,300 
125,100 
29,200 
267,900 


127,946 

6,516 
500,000 
210,000 


369,786 
235,288 


2,449,478 


6,287,923 


130,000 
74,000 
23,428 


291,039 


518,467 


3922170 


173,600 
134,979 
28,600 
6,580 
260,400 
41,258 
74,405 
56,968 
467,300 
1225757) 
19,878 
191,766 
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Date of Ministry | 
Order Program and Activity Authorized Expended | 
$ $ 
Ministry of Labour (cont’d) 
Industrial Relations Program 
Feb. 1, 1983 Conciliation and Mediation Services...... 22,200 — 
Feb. 1, 1983 Orice Oh ATDItLanNOn eee 1755300 52,417 
Women’s Program 
Feb; 15.1983 Women s\Bureaue-’ 4..07 nc cea aon cee 85,800 85,800 
Aprel2; 1983 . Womem's- Bureau. cnr ee 22,200 21,598 
Occupational Health and Safety Program | 
Feb. 1, 1983 Construction Health and Safety ......... 250,800 239,134 } 
Feb. 1, 1983 Industrial Health and Sarety-. <<... eae 425,400 425,400 | 
Apr. 12, 1983 Industrial Healtvand Saretye.4 4 ere 31,000 30,158 | 
Employment Standards Program | 
Feb. 12.1963 ° Binployinent standards 2.5 > sew eee ee 260,000 260,000 © 
Apr. 12, 1983 EMCoymMent otalddrus “hae. ene 100,000 97,186 © 
Feb. 1, 1983 Plant Closure and Review... 1.45.5... .2 «5 251,400 32,864 | 
Manpower Commission Program | 
Apr; 12,1983: Manpower Commission. 47. ana. eee 59,900 58,5954} 
Human Rights Commission Program 
Feb. 1, 1983 Human Rights Commission ............ 93,300 93,300 
Apr. 12, 1983 Human Rights Comnnssion .«...:.<.a.. -an 65,300 62,925 | 
Labour Relations Board Program 
Feb. (1, 1983. =LabourRelations Boardige 2 eee ee 211,800 211,800 — 
Apr. 12,1983 __ Labour Relations Board. «. ayecgea «eernae 31,000 29,660 | 
3,770,100 3,279, 323m 
Office of the Lieutenant Governor 
Office of the Lieutenant Governor Program 
Dec. 14, 1982 Office of the Lieutenant Governor....... 111,400 105,808 | 
Management Board of Cabinet 
Ministry Administration Program 
Apr. 12, 1983 MaimrOrfice-<4:.4.5 ue4 ee ee Cae eee 214,000 17,541 
Policy Development and Analysis Program 
ApGnt2 1983 SC ompensallonsese ease eevee ee $5,000 — 
ADIeiZ, 1983. WeProsramsiand estimatecemre vn ee eee 70,000 7,807 
Personnel Audit Program 
Apr. 12,1983. “Personnel Audits. so ee ee ee eee 18,000 aa 
Employee Relations Program | 
Mar. 1, 1983 Public'Service-Appeal Boardswsawe ee 170,000 149,890 
Government Personnel Services Program | 
Apr. 12, 1983 Temporary Help Services.............. 25,000 1,003 
Apr. 12,1983 Staff Development Centre ............. 60,000 54,503 | 


612,000 


230,744 


EXHIBITS 


229 








Date of Ministry 
Order Program and Activity Authorized Expended 
ae ao é $ $ 
Ministry of Municipal Affairs and Housing 
Ministry Administration Program 
cue. 1983, GeNialOrtice 2 ee OE 2 Pe ee oes oes 270,100 2325123 
Apr. 5, 1983 ino UCIAlDErVICES Te ce ee x, eae 68,400 63,357 
Apr. 12, 1983 ENFOuMALIOI SEIVACES Ro lew i ses poy ea siete nde: 524,800 509,988 
Community Planning Program 
Apr. 5, 1983 Community Planning Advisory Services... 46,400 — 
Land Development Program 
Apr. 5, 1983 ProchanAGMinistalion .. ..2 4. cane 47,700 46,693 
Mmm, 1953 Oebcand Operations, .. wnt ec ee ca eee 42,100 25,694 
Apr. 5, 1983 Pianiing and Development... .. aun 61,300 31,811 
Community Development Program 
Apr. 5, 1983 MPechnicalServices:<4-.".. sn. 6 eer Ae 163,500 1253574 
Ontario Mortgage Program 
Mar. 8,1983 Mortgage Administration.............. 2,594,800 2,437,957 
3,819,100 3,473,197 
Ministry of Natural Resources 
Ministry Administration Program 
eee 1955) VII OTT icens aeeeree Tec. oe see 123,700 113,659 
Mar. 8, 1983 PIN ATICIAUSETVICES 50 ce ee as 201,500 194,039 
fares, 1983 “Supply and Office Services... ....0.055: 21,300 a 
Feb. 22, 1983 PeeTSONNCUOCEVICES ernst Cree cs eur ees 248,800 228,489 
Aug. 13, 1982 WT OLINALIONL OCI VICeS Ee oe re ere 1,503,700 1,503,700 
Feb. 22, 1983 AOU ATON Services ee se ae sere 651,600 641,634 
Mar. 8, 1983 Pee CA SOLV ICES: 0 tag mun meena eee bag tcc bots 153,800 134,483 
meme? 1983 aaFicld Administration’................- 2,670,400 2,648,780 
Lands and Waters Program 
Mar. 22, 1983 Conservation Authorities and Water 
‘SHLD ENTS VIS) tee a ee ne Se 5,494,000 5,323,906 
Mar. 22,1983 Aviationand Fire Management ......... 3,425,500 3,423,851 
Sree 3 1982 @abxira FireFighting. .....-. 9230208. suit 1,000,000 981,330 
Mar. 22, 1983 WeandeNiallagementie yen. sic. waa: 4 ose: 5,602,500 5,460,472 
Srar. 22, 1983 “)Surveys and Mapping .......s0.ss.-m-. 1,175,800 -1,060,693 
Outdoor Recreation Program 
Mar. 22, 1983 eisitandw ildiiferss 7 8 sate ee fe eter ee 1715152700 1,092,737 
Resource Products Program 
June 14,1983 Mineral Management...............-- 271,900 271,882 
Resource Experience Program 
mee i4, 1982 “Junior Rangers. 3c ss eee ee ee eee 101,700 68,730 
Mearns: 1983 ~ Experience 82) 7222.25 5 sens eee ee ee 18,700 — 
Feb. 22, 1983 Leslie M. Frost Natural Resources Centre. . 145,400 109,387 
23,926,000 23,25 hie 
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Date of Ministry 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of Northern Affairs 
Ministry Administration Program 
Mar. 1)1983 ~ Main OInce 27 on teed er ere ena ne aee 24,700 -— 
Mar. 1, 1983 Information Services* ses 4- een er eee 55,500 51,453 © 
Northern Economic Development Program 
Mar. 1,1983 Program Administration .............. 135,300 135,300 
Apr. 12, 1983 Program Administration 2225 <2" 1 eee. 67,000 60,891 
Northern Transportation Program 
Mar. 15, 1983 Northern Roads*} «2.672. fest eee 715,000 669,075 | 
Mar=15,- 1983:  AirServices: 404 46 ee ee ee 813,700 813,677 | 
Mar. 15, 1983 ~ Rail and Ferry Services... -. . 0 ay 223,600 223,576 | 
Northern Community Services and 
Development Program | 
Mar. 1, 1983 “Community Services... 5 <2. eee 290,200 183,407 
Mar. 22, 1983 Community Infrastructure <<... sta ee 3,165,000 3,165,000 | 
Apr. 12, 1983 Community Infrastructure... .... 933,000 794,395 
Aprid2. 1983 p Community. Déevelopmeéntia. 2422 yee eee 968,000 960,420 
7,391,000 7,057,194 | 
Office of the Premier 
Office of the Premier Program 
Apr. 12, 1983 Office of the Premier 7.2... seu nee 128,000 111,10R} 
Ministry of Revenue 
Ministry Administration Program 
Apr. 12, 1983 egal Services 4.12 2242 ete ee 10,000 6,663 
Mar. 1,1983 Audit Services... .5..2... 2 eee 51,900 51,900 — 
Apr..12, 1983. _ Audit Services; .... eee oe eee 40,000 29,438 | 
Apr; 12/1983 “Financial'Servicess. +a see) ee ee 84,900 72,346 
Mar. 1,1983 Supply and Office Services............. 97,700 97,700 
Apr. 12, 1983 Supply and Office Services............. 20,000 17,921 
Apr12;-1983 “Personnel Services: 24 53 2020s eee 17,200 4,250 | 
Feb. 1, 1983 Communications Services.............. 28,700 28,700 
Mar. 22, 1983 Communications Services.............. 17,900 16,722 8 
Mar. 22,1983 Systems Development Services .......... 346,000 176,817 © 
Apr. 12, 1983 Systems Development Services .......... $5,000 — | 
Tax Revenue Program 
Apr,.12, 1983-< Administration <. > sae ee 17,200 =a 
Apti12, 1983. Tas Appeals ee ee 77,100 52,406 
Mar. 22,1983 Special Imvestigations...........<..... 84,600 79,921 
pry 2, 1983 Waxpayer Services ..8au 5 ee oe 3,400 — 
Feb. 22, 1983 Corporations Tax and Other Taxes....... 1,338,300 1,223,651 
Apr. 12, 1983 Corporations Tax and Other Taxes....... 100,100 = 
Jan. 18, 1983 Motor Fuels and Other Taxes........... 6,000,000 6,000,000 © 
Mar. 22,1983 | Motor Fuels and Other Taxes........... 2,000,000 2,000,000 » 
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Date of Ministry 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of Revenue (cont’d) 
Apr. 12, 1983 Motor Fuels and Other Taxes........... 817,200 625,703 
Feb. 22, 1983 Retailsales-Tax and Other Taxes ........: 3,074,200 3,074,200 
Apr. 12, 1983 Retail Sales Tax and Other Taxes ........ 543,500 534,478 


Property Assessment Program 


meee 1983) MeAdMmInIstration.... . 0... 06.0 es OR EE 15,200 13,308 


Apr. 12, 1983 PEOUCICSANG PTIOLittes 5 oc ous deeepe a a precanss 45,100 36,406 
Mar. 22, 1983 Assessment Field Operations ........... 5,960,700 5,960,700 
Apr. 12, 1983 Assessment Field Operations ........... 1,340,600 1,333,747 
Meee, 1983) ee Special PrOpe’s>4ties .... . «cscs encneretn ered apordness 60,000 54,994 
Apr. 12, 1983 Data Services and Development ......... 32,000 26,452 
2272783500 21,518,424 
Social Development Policy 
Social Development Policy Program 
ar, 12,1983 Social Development Policy............. 350,000 301,819 
Apr. 12, 1983 Social Development Councils ........... 10,500 10,207 
360,500 312,026 
Ministry of the Solicitor General 
Ministry Administration Program 
Mar. 15, 1983 Peete CERI Ce ies ey asp oa: ca se en chenece Ste 155,000 1253114 
Mar. 15, 1983 Perse SEL ICES cerry ec cieiees cou eb) sume eu Me 111,400 _ 
Mar. 15, 1983 Atralysisand Planning ss... 660.400 eee 16,000 4,564 
meee, 1983. = Aidit Services: oo os ye tl reyes fee eres 13,000 B22 
Mar. 15, 1983 Systems Development Services .........-- 22,000 18,448 
Public Safety Program 
Mar. 15, 1983 Program Management ...........-++-- 42,000 18,505 
Mar. 15, 1983 Centre of Forensic SCIENces.. hnci2 6 a5.) 165,000 165,000 
Apr. 12, 1983 Centre of Forensic Sciences..........--- 25,000 17,579 
Mar. 15, 1983 Hine Salely SELWICES 1k. oa elle oe ow 310,000 200,014 
Policing Services Program 
Mar. 15,1983 Ontario Police College ...........+-+--- 252,000 _ 
Mar. 15,1983. Ontario Police Arbitration Commission. . . 21,000 8,711 
Management and Support Services Program 
Mar. 15,1983 Office of the Commissioner ......-.---> 70,000 aaa 
Apr. 12, 1983 Planning and Research........+--++-+++: 70,000 52,548 
Mapa. 4983 Wl ranspoltins..- 622+ -- +22 cree eres 1,818,600 1,478,734 
‘Apr. 12,1983 Quartermaster Stores .......-.+--+++>- 40,000 — 
Operations Program 
Mar. 15, 1983 Ontario Government Protective Service ... 460,000 ene 
Mar. 15,1983 Registration.........----- pe ee 73,000 5533 
Mar. 15, 1983 Ontario Provincial Police Auxiliary ....-. 5,000 — 


3,669,000 


————————— 


2,531,344 


yaa Ps 





Date of 
Order 


Feb. 22, 1983 
Mar. 22, 1983 
Feb. 22, 1983 
Mar. 22, 1983 


Feb. 22, 1983 
Apr. 12, 1983 
Feb. 22, 1983 
Mar. 8, 1983 
Apr. 12, 1983 
July 5, 1983 
Feb;.22,.1983 
Mar. 8, 1983 
Apr. 12, 1983 


Mar. 8, 1983 
Feb. 22, 1983 
Apr. 12, 1983 
Bebx22, 1983 
Mar. 22, 1983 
Apr. 12, 1983 
Feb. 22, 1983 
Mar. 22, 1983 
Apr. 12, 1983 
Apr. 12, 1983 


Feb. 22, 1983 
Feb. 22, 1983 
Beb.-22, 1983 
Feb. 22, 1983 


Feb. 22, 1983 
Apr. 5, 1983 
Feb. 22, 1983 
Apr. 5, 1983 
Feb. 22, 1983 
Apr. 5, 1983 
Feb. 22, 1983 
Feb. 22, 1983 
Apr. 5, 1983 


Nn 
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Program and Activity 


Ministry of Tourism and Recreation 


Ministry Administration Program 
Mair OTices 5 aa ess 


oe 6) .@ 8 6 6 16 0) 6 [@ 6's 0 8 @ € 6 
O00 We) ee Oop ce:. BR. 16 OTe ie ie, @ ce 
© €) 0) OO) 56!) es! © Ve Ue 6) fee ee 8 


O16 0) 0 8. Oe: 6 o! 0) ‘6 6 @ “© 8 Je 


Tourism Development Program 
Program Administration 
Program Administration 


St je: sa lerualie: (0. ee." s. Jeyle' ie) .0: 


©. 6. 0 (6° ® a 1m) 0. “0! Ww. te: ‘a! 16) “0 


Tourism Marketing Development........ 
Tourism Marketing Development........ 
Tourism Marketing Development........ 
Tourism Marketing Development........ 


Tourism Field Operations 
Tourism Field Operations 
Tourism Field Operations 


Tourism and Recreational Attractions 


Program 


Ontario Place Corporation 


OS S16, we Ge! -e eh eS le ee 


8 Oh 0) 6) (SC) ep wi en oy a 


SO oR ew 56) a Chr eieee er ele, 


950 Te 2108s. Wee) Eee mye 


St. Lawrence Parks Commission ........ 
St. Lawrence Parks Commission ........ 


Huronia Historical Sites 
Huronia Historical Sites 
Huronia Historical Sites 
Old Fort William 


Ministry of Transportation and 
Communications 


Legal Services 
Legal Services 


Personnel Services 
Supply and Office Services 
Supply and Office Services 


eo) Wai) eS Le. WH ei ew Le) ae 
S “a. AS) mel ae ep COM Bb we wet 
S06 6) 2-0: 8) e oe, 66) eens 
Cie ee ee ew are Ne Pelle 6) a) eal eee 
SOF at a ee el at eh St ef 6% .e? 16 a/eel ren were ane 
aT 9°" 6) (ef elo) 18% o's) 0? ip) a? et abe) ev ie tee) 6 


AY ae” (e\.a" F696) 0) Ww pee e) ser erteute 


Recreation, Sports and Fitness Program 
Program Administration 
Recreationw.e, «oe 


oe 10.16 H 00 <6 0 SH fer vi 8 is 


O18) OG: Bo 1@) (0) ee) (a: <o) Nel else, etree) 


a” 8" ‘er Oe 0? Beye? a7 0) «Ten ee oe tan ote 


oe © © ee oe ew we ew 


Ministry Administration Program 
Main Office ....... 


oF 10h i¢. Gieviei ere! e281 c8) 1) eel el el eite 
oT e Te. (eis "a" e: (éNie' 6) 16 te eielemel & 
O06 leNie: Ve! cai tere le) e/ 16 Keio: e110! 16: (a) se) 6 
Se) 4:1 Sgro) 6) tee; ker oe Mere eee terre 4 
oe" 9:0 ey vel.0 16) @. 0) fete) 1s) 6) 16) 6) 6 
Ay OPS 19" err oho er ten elle ue) Aor ene Tene 
oer ei One ae. el re) etre! eb 6ine Leite ele 
#) O00 0 Ker Nedra ner sii. «re 


‘5 Jee 97 ©) (0: 10) 196 6s) 6 te 


Authorized 


381,000 
1,318,600 
58,100 
297,000 


11,700 
12,400 
162,500 
2,250,000 
405,100 
30,600 
146,000 
300,000 
102,500 


100,000 
841,500 
30,000 
88,000 
85,000 
73,600 
77,000 
102,800 
17,200 
140,000 


20,000 
45,000 
108,000 
290,000 


7,493,600 


355,000 
200,000 
971,000 
1,134,300 
89,000 
275,000 
562,000 
829,000 
270,000 


Expended 


381,000 
1,168,068 
58,100 
287,953 


11,700} 


12,298 
162,500 
2,250,000 
405,100 


30,536 © 
146,000 © 


300,000 
102,418 


100,000 
777, 91m 
88,000 
85,000 
71,594 
77,000 
102,800 
7,138 
137,712 


591 


89,084 © 


127,632 


6,980,133 


355,000 
195,592 
971,000 
1,107,194 
89,000 
267,284 
559,078 
829,000 
245,937 
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Ministry 
Program and Activity 


Authorized 


233 


Expended 


See Enna 


Mar. 


Mar. 
Mar. 
Mar. 


— Feb. 
— Mar. 


| Mar. 


: Mar. 


2, 1983 
B22, 1983 


22551983 
mz, 1983 


me, 1983 
M22, 1983 
p22, 1983 
2 25.1983 


p22, 1983 
22, 1983 


>, 1983 


22, 1983 
22, 1983 


B22, 1983 
me, 1983 
p22, 1983 


22.1983 


22, 1983 
12, 1983 


22, 1983 
22, 1983 


22, 1983 
Hapa eB) 
22, 1983 
22, 1983 
8, 1983 
Ze 985 


221953 


22,1983 


Ministry of Transportation and 
Communications (cont’d) 


Policy Planning and Research Program 
Bee ae PATRIA TI Oh oc os gcc oS ew coe awh RG Seas 
LSS GER AU. hog ue Cok Poe nee er 


Safety and Regulation Program 
Program Administration’ 4.225.500 0. 2... 
Es LOUISE. oh a a 
IMIS CHSITIOON ©. eer Rear eee 
Examination, Inspection and Enforcement. 


Provincial Highways Program 
Program Administration .............. 
| OPCS ESS Neb te SNE Fa ah hulle ered pede ica a eR 
DCS ee ee ne eles es 
Sapitaland OnstructlOliens = vo ae es 
ss FEVP a Wier OE Wane on ys Be sc Se ay ahs ee 
Provincial Transportation Program 


Program Auministration .......0.2.44.%. 
JNO ho te) oo, al en 


Municipal Roads Program 
Provrain AGmimnistratlon “0. «2 wes). os 
Municipal Transit Program 
Progra A CMministta ON ss.) 4. accrccre ts 5s 
ita aAmOMe ONSITUCUON wes pies .cnee = sae © 
Communications Program 
Program AGmiInistration oe ov ae oe 
CCU ATION ee ee eS Fic or ee els eke 


Ministry of Treasury and Economics 


Ministry Administration Program 
VLAN IC Carre Abin surah te a ust eeeIN 6 028 
BUM AICIALISCLYVICCS ears 6 Fives iis win iete Wisi che 
Supply and Oflice services... 5... - =. 25. 
PersONNCOCIVICES @ ae cio haste eks tee tos 
Information Services 
ORS CLV ICES es enc, sie sch ings ie ee ee ee 


Treasury Program 
ASU SE RITE ER Eee ee ey en or Oaecar 


See? e118. 0), #88 *)cO.) 8) 18: 6), 6.) 165-8: 4e, 


Budget and Intergovernmental Finance Policy 


Program . 
Budget and Intergovernmental Finance 
18% 6) PG des aus ek ee ee re er a ae 


65,000 
149,000 


90,000 
473,000 


318,000 
1,704,000 
1,843,000 
2,691,000 


2,441,000 
5,382,000 
4,000,000 
4,911,000 


13,130,000 


81,000 
119,000 
46,000 


752,000 


96,000 
450,000 


44,000 
32,000 


43,502,300 


100,000 
87,000 
60,000 
64,000 

151,000 
16,000 


362,000 


334,000 


81,454 
363,662 


192,292 
1,704,000 
1,830,365 
2,233,780 


2,433,066 
5,382,000 
J, 9935102 
ZI ISO55 
9,380,844 


75,244 


747,059 


421,130 


36,036,731 


62,356 
79,162 
20,885 
40,263 
144,126 
12,655 


PAL Vaepeks) 


168,998 
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Ta ge 








Date of Ministry 
Order Program and Activity Authorized Expended | 
$ $ 
Ministry of Treasury and Economics (cont’d) 
Economic Policy Program 
Mar. 22, 1983 Economic Policy: . 10.5 24 ee3. ees 600,000 261,044 


Mar. 22, 1983 Regional Economic Development........ 6,500,000 6,499,870 


8,274,000 7,560,897 


Total Management Board Orders.......... 481,314,900 448,535,346 | 
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a 
EXHIBIT 4 
STATUTORY APPROPRIATIONS 
Amounts Expended Thereunder 
Year Ended March 31, 1983 
Payment 
Ministry Activity Classification Expended 
$ 
Agriculture Minister’s Salary Expenditure 23,300 
and Food Parliamentary Assistant’s Salary Expenditure 7,200 
Payment of Guarantees Expenditure 415,453 
Subsidy Payments to The Ontario Crop 
Insuran¢e Fund Expenditure 16,904,039 
Advances to The Crop Insurance 
Commission of Ontario Disbursements 16,140,877 
Tile Drainage Debentures Disbursements 29,247,000 
Interprovincial Lotteries Trust Fund Charges 152525752 
Ontario Agricultural Museum Trust Fund Charges 215 
Richard Blake Palmer Horticultural Trust Charges 4,450 
64,002,266 
Office of the The Election Act Expenditure 65325701 
Assembly Contribution to Legislative Assembly 
Retirement Allowances Account Expenditure 1,734,966 
2,388,543 
Attorney Minister’s Salary Expenditure 23,300 
General The Proceedings Against the Crown Act Expenditure 345,803 
Allowances to Supreme Court Judges Expenditure 195,301 
Allowances to Judges Expenditure 469,445 
1,033,849 
~ Citizenship Minister’s Salary Expenditure 23,300 
~ and Culture Parliamentary Assistant’s Salary Expenditure 7,200 
George R. Gardiner Museum of Ceramic 
Art Expenditure 1,600,000 
1,630,500 
Collegesand The Private Vocational Schools Act _ Charges 30,000 
_ Universities Queen Elizabeth II Ontario Scholarship i 
rind Charges 60,79 


90,794 
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Payment 
Ministry Activity Classification Expended © 
$ } 
Community Minister’s Salary Expenditure 23,300 | 
and Social Parliamentary Assistant’s Salary Expenditure 7,200 | 
Services Interprovincial Lotteries Trust Fund Charges 1,249,986 | 
1,280,486 | 
Consumer Minister’s Salary Expenditure 23,300 
and Parliamentary Assistant’s Salary Expenditure 7,200 
Commercial Unclaimed Moneys Charges 4,123 
Relations Payments from The Motor Vehicle Accident 
Claims Fund Charges 16,797,944 | 
Foreign Lands Deposit Charges 39,613 
Security Bond Forfeitures: 
The Consumer Protection Act Charges 10,000 © 
The Motor Vehicle Dealers Act Charges 98,373 
The Real Estate and Business Brokers Act Charges 162,624 | 
The Travel Industry Act Charges 528,946 © 
The Bailiffs Act Charges 5,000 © 
17,677,124 
Correctional Minister’s Salary Expenditure 23,300 
Services Unclaimed Moneys Charges 333 
Bequests Charges 108 ° 
23,441 
Education Minister’s Salary Expenditure 23,300 
Parliamentary Assistant’s Salary Expenditure 7,200 
Bequests and Scholarships Charges 48,581 
Student Aid Loans, Write-off Expenditure 1,451 
Ontario Education Association — 
Elementary Teachers’ Loan Fund Charges 508 | 
Teachers’ Superannuation Fund Expenditure 166,746,272 | 
Superannuation Adjustment Fund Expenditure 34,152,775 © 
Superannuation Adjustment Benefits Expenditure 57,959,146 f 
258,939,233 
Energy Minister’s Salary Expenditure 23,300 
Parliamentary Assistant’s Salary Expenditure 7,200 


30,500 
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- Affairs 


= Payment 
Ministry Activity Classification Expended 
$ 
Environment Minister’s Salary Expenditure 23,300 
| Parliamentary Assistant’s Salary Expenditure 7,200 
Interprovincial Lotteries Trust Fund Charges 796,025 
Reserve Fund for Renewals, Replacements 
and Contingencies Charges 499,797 
Sinking Fund for Recovery of the Cost of 
Capital Assets Charges 173122 
1,343,444 
Government Minister’s Salary Expenditure 23,300 
Services Parliamentary Assistant’s Salary Expenditure 7,200 
Ministers’ Without Portfolio Salaries Expenditure 23,400 
Contract Security Deposits Charges 2385475 
Effingham Park Expropriation Trust 
Account Charges 19,341 
Realty Services Trust Account Charges 35343 
Government Stationery Account Expenditure 44,946 
150,005 
Health Minister’s Salary Expenditure 23,300 
Parliamentary Assistant’s Salary Expenditure 7,200 
Government Pharmacy Expenditure 2,023,868 
Interprovincial Lotteries Trust Fund Charges 35,327,651 
Terry Fox Research Fund Charges 73,815 
Reserve for Outstanding Cheques Charges 1,666,599 
Estates’ Funds Charges 14,564 
39,136,997 
Industry Minister’s Salary Expenditure 23,300 
and Trade Parliamentary Assistant’s Salary Expenditure 7,200 
Massey-Ferguson Limited Act, 1981 Expenditure 75,809,615 
Ontario Development Corporation Disbursements 5,963,080 
Northern Ontario Development 
Corporation Disbursements 2,971,250 
Eastern Ontario Development 
Corporation Disbursements 5,066,075 
89,840,520 
Intergovern- Minister’s Salary Expenditure 23,300 
- mental Parliamentary Assistant’s Salary Expenditure 7,200 


30,500 
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Ministry 


Justice 
Policy 


Labour 


Management 
Board of 
Cabinet 


Municipal 
Affairs and 
Housing 


Natural 
Resources 


Northern 
Affairs 


Office of 
the Premier 


AUDITOR’S REPORT FOR 1983 


Activity 


Minister’s Salary 
Interprovincial Lotteries Trust Fund 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Interprovincial Lotteries Trust Fund 

Mine Rescue Training 

Employment Standards — Unclaimed 
Wages 


Minister’s Salary 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Housing Development Act 


Ontario Mortgage Corporation — Deposit 


Account 
Shoreline Property Assistance Act 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Contract Security Deposits 
Interprovincial Lotteries Trust Fund 
Thomas Foster Trust 

Algonguin Forestry Authority 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Premier’s Salary 


Payment 
Classification 


Expenditure 
Charges 


Expenditure 
Expenditure 
Charges 
Expenditure 


Charges 


Expenditure 


Expenditure 
Expenditure 
Expenditure 


Charges 
Disbursements 


Expenditure 
Expenditure 
Charges 
Charges 
Charges 
Disbursements 


Expenditure 
Expenditure 


Expenditure 


Expended | 


$ 
23,300 


102,887 | 


126,187 | 


23,300 
7,200 
1,567,259 


1,057,706 | 


96,206 


2,751,669 } 


23,300 


23,300 | 


7,200 
61,988,014 


7,390,443 
364,300 


23,300 
7,200 


69,773,250 


482,488 
1,303,909 » 


17,323 


266,585 


23,300 
7,200 


30,500 


33,200 


2,100,807 - 
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a eee TEESE 


ee 


Ministry 


Activity 


Payment 


Classification 


Expended 


ee 


Office of the 
Provincial 
Auditor 


Resources 
Development 
Policy 


Revenue 


Social 
Development 
Policy 


Solicitor 
General 


Tourism and 
Recreation 


Transportation 


and 


Communications 


_ Treasury and 
Economics 


Provincial Auditor’s Salary 
Minister’s Salary 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Contract Security Deposits — Retail Sales 
Tax 

Local Services Board Levy 

Province of Ontario Savings Office 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Payments Under the Ministry of Treasury 
and Economics Act 

Hearings Under the Police Act 

Ontario Police College Library Trust Fund 


Minister’s Salary 
Interprovincial Lotteries Trust Fund 


Minister’s Salary 
Construction Trust Account 
Contract Security Deposits 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Inflation Restraint Board 


Expenditure 


Expenditure 


Expenditure 
Expenditure 


Charges 
Charges 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 
Charges 


Expenditure 
Charges 


Expenditure 
Charges 
Charges 


Expenditure 
Expenditure 
Expenditure 


$ 
69,553 


23,300 


23,300 
7,200 


Da 
85,100 
6,192,744 


6,364,079 


23,300 
7,200 


30,500 


23,300 
7,200 


287,088 
4,075 
1,708 


Boot 


23,300 
5,000,000 


5,023,300 


23,300 
79,459 
1,300 


104,059 


23,300 
7,200 
1Os, No 
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Payment 
Ministry Activity Classification Expended 
$ 
Treasury and Public Debt 
RcOMoulteS Interest on Ontario Securities 
ae) Public Issues 
For General Purposes Expenditure 82,931,366 
Non-Public Issues 
Canada Pension Plan Investment Fund Expenditure 984,996,664 
Teachers’ Superannuation Fund Expenditure 466,108,927 
Ontario Municipal Employees 
Retirement Fund Expenditure 117,250,599) 
Other Expenditure 32,613,097 * 
Interest on Public Service Superannuation 
Fund Expenditure 251,117,009 
Interest on Superannuation Adjustment 
Fund Expenditure 80,301,544 
Interest on Province of Ontario Savings 
Office Deposits Expenditure 71,873,066 
Other Interest, Exchange, Discount and 
Commission Expenditure 23,075,812 
Debt Transactions Retirements 
of Loans 129,729,587 | 
Development Loans 
The Ontario Municipal Improvement 
Corporation Disbursements 5,767,000 
Pension Funds, Deposit, Trust and 
Reserve Accounts 
Payments from Public Service 
Superannuation Fund Charges 108,824,958 
Payments from Superannuation Adjustment 
Fund: 
Teachers’ Superannuation Plan Charges 19,120,643 © 
Public Service Superannuation Plan Charges 16,332,992 | 
Retirement Pension Plan of Ryerson | 
Polytechnical Institute Charges 41,566 
Caucus Employees Retirement Plan Charges 16,463 
Payments from Legislative Assembly 
Retirement Allowances Account Charges 954,746 | 
Other Charges 1,145,008 © 
2,392,994,733 


Total Statutory Payments 


2,957,370,016* ti 
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cana 


aan eee 


Payment 
Ministry Activity Classification Expended 
ee 
$ 
Summary of Statutory Payments 
$ 

Buagemiy ies PENaiture % oon 4 4 ec ee Se nue ols 2,540,486,307 

EDs DUS CUS Wermrerrere . fs). ccc ls «dew coerce 65,786,167 

RSAD Cee eee ee or Me ove Pea oe whe a 221,367,955 

Re MICIeUUSOLICOANS for tt acces Sikes ode ek 129,729,587 

2,957,370,016* 


* Does not include Ontario Hydro Transactions. See Report Section 5.9. 
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EXHIBIT 6 


OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 


Year Ended March 31, 1983 
(See Note) 


MINISTRY AUDITS 
Agriculture and Food 
Citizenship and Culture 
Colleges and Universities 
Community and Social Services 
Consumer and Commercial Relations 
Education 
Government Services 
Health 
Intergovernmental Affairs 
Labour 
Municipal Affairs and Housing 
Natural Resources 
Revenue 
Solicitor General 
Tourism and Recreation 
Transportation and Communications 
Treasury and Economics 


SPECIAL REVIEWS 
Management Controls Reviews: 


Care, Treatment and Training Activity of the Institutional 
Program, Ministry of Correctional Services 


Plant Development and Construction and Plant Operations 
Activities of the Environmental Control Program, 
Ministry of the Environment 


Ontario Police College Activity of the Policing Services 
Program, Ministry of the Solicitor General 


Selection and Operations of the Agency of Record and 
Reporting of Government Advertising Expenditures, 
Ministry of Tourism and Recreation 


Reviews for Standing Public Accounts Committee: 


Project evaluation re computer conversion projects, control 
of information and ratio of internal vs. external 
processing work, Ministries of Health and Revenue 
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Hallmark Hornepayne Town Centre Project, Ministry of 
Northern Affairs 


Management Controls, Liquor Control Board of Ontario 


Detailed Reviews of EDP activities and Associated Management 
Controls: 


Alcoholism and Drug Addiction Research Foundation 
Liquor Control Board of Ontario 
Special Assignment for Minister, per section 17 of the Audit Act: 


Audit of additional operating costs incurred by the Simcoe 
County Board of Education resulting from the 
establishment of Ecole Secondaire Le Caron in 
Penetanguishene 


NOTE: In general, this listing includes audits completed between September 30, 1982 and 


September 30, 1983. In all cases, at least a portion of the period covered by the audit | 


fell within the fiscal year ended March 31, 1983. 
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EXHIBIT 7 


OFFICE OF THE PROVINCIAL AUDITOR 
AGENCY OF THE CROWN AND CROWN CONTROLLED 
CORPORATION AUDITS 


Year Ended March 31, 1983 
(See Notes) 


AGENCIES OF THE CROWN 


(i) Whose accounts the Provincial Auditor is appointed to audit by 
its shareholders or by its board of management, board of 
directors or other governing body. 


* Ontario Educational Services Corporation 
Ontario Industrial Training Institute 
* Ontario Land Corporation 
Ontario Mortgage Corporation (Note 3) 
* Ontario Waste Management Corp. (Note 3) 
The Owen Sound Transportation Company, Limited 
(December 31, 1982) 
Soldiers’ Aid Commission 
Star Transfer Limited (December 31, 1982) 


(ii) Whose accounts are audited by the Provincial Auditor pursuant 
to appointment under any Act or by the Lieutenant Governor 
in Council. 


* The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate of 
Ontario 
Alcoholism and Drug Addiction Research Foundation 
* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 
* The Crop Insurance Commission of Ontario 
* Kastern Ontario Development Corporation 
Egg Fund Board (December 25, 1982) (Note 2) 
* Farm Income Stabilization Commission of Ontario 
The Fund for Milk and Cream Producers, The Milk 
Commission of Ontario 
IDEA Corporation 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 
* Liquor Control Board of Ontario 
The Live Stock Financial Protection Board (Note 2) 
The McMichael Canadian Collection 
* The Niagara Parks Commission (October 31, 1982) 
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(iii) 
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Northern Ontario Development Corporation 

North Pickering Development Corporation (Note 3) 
Office of the Assembly 

Office of the Official Guardian 

Office of the Ombudsman 


Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 


Ontario Deposit Insurance Corporation (December 31, 1982) 
(Note 3) 

Ontario Development Corporation 

The Ontario Education Capital Aid Corporation 

The Ontario Educational Communications Authority 

Ontario Food Terminal Board 

The Ontario Heritage Foundation 

Ontario Housing Corporation (December 31, 1982) 

Ontario International Corporation 

The Ontario Junior Farmer Establishment Loan 
Corporation 

Ontario Lottery Corporation 

The Ontario Municipal Improvement Corporation 

Ontario Northland Transportation Commission 
(December 31, 1982) 

Ontario Place Corporation 

Ontario Racing Commission 

Ontario Stock Yards Board (June 30, 1982) 

The Ontario Telephone Development Corporation 

The Ontario Universities Capital Aid Corporation 

Ontario Waste Management Corporation 

Pension Commission of Ontario 

Police Complaints Board 

Province of Ontario Council for the Arts 

Public Complaints Commissioner 


* Public Service Superannuation Fund 
* The Public Trustee of the Province of Ontario 


* 


Residential Tenancy Commission 

The St. Clair Parkway Commission (December 31, 1982) 
The St. Lawrence Parks Commission 

Superannuation Adjustment Fund 


Whose accounts are audited by an auditor, other than the 
Provincial Auditor, appointed by the Lieutenant Governor in 
Council. These audits are performed under the direction of the 
Provincial Auditor pursuant to section 9(2) of the Audit Act. 
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Board of Community Mental Health Clinic, Guelph 
Clarke Institute of Psychiatry 

The Ontario Cancer Institute 

Ontario Mental Health Foundation 


* Teachers’ Superannuation Fund (December 31, 1982) 
* Workers’ Compensation Board (December 31, 1982) 


(iv) The audit of whose accounts the Provincial Auditor is required 


* Toronto Area Transit Operating Authority 


to direct or review, or in respect of which the auditor’s report 
and working papers used in the preparation of the auditor’s 
statement are required to be made available to the Provincial 
Auditor under the agency’s governing Act. 


CROWN CONTROLLED CORPORATIONS, whose accounts are audited by 
an auditor other than the Provincial Auditor, with full access by the 
Provincial Auditor to audit reports, working papers and other related 


documents. 


Beechgrove Regional Children’s Centre Board of Governors 
The Board of Governors of The Ontario Institute for Studies 


in Education (April 30, 1983) 
The George R. Gardiner Museum of Ceramic Art 
Metropolitan Toronto Convention Centre Corporation 
Ontario Centre for Advanced Manufacturing (Note 2) 


Ontario Centre for Automotive Parts Technology (Note 2) 


Ontario Centre for Farm Machinery and Food Processing 


Technology (Note 2) 
Ontario Centre for Microelectronics (Note 2) 
Ontario Centre for Resource Machinery (Note 2) 
Ontario Cream Producers’ Marketing Board 
(September 30, 1982) 
Ontario Energy Corporation (December 31, 1982) 
Ontario Historical Studies Series 
Ontario Hydro (December 31, 1982) 
The Ontario Milk Marketing Board (October 31, 1982) 
Ontario Municipal Employees Retirement Board 
(December 31, 1982) 
Ontario Research Foundation (December 31, 1982) 
Ontario Share and Deposit Insurance Corporation 
(December 31, 1982) . 
The Ontario Transportation Development Corporation 
(December 31, 1982) (Note 3) 
Ontario Trillium Foundation (Note 2) 
Ontario Van Pool Organization Limited 
(December 31, 1982) 
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The Royal Ontario Museum (June 30, 1982) 
* Urban Transportation Development Corporation Ltd. 
(December 31, 1982) 


* Audited financial statements reproduced in 1982-83 Public Accounts, the majority | 


appearing in Volume 2 thereof. 


Note 1: In all cases, the audit covered the fiscal period of the Agency or Corporation. In most 


cases, the fiscal period ended on March 31, 1983. Where the fiscal period ended ona | 


date other than March 31, 1983, such date has been indicted in parenthesis. 
Note 2: Newly established this fiscal year. 


Note 3: Inactive during this fiscal year. 
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EXHIBIT 8 
OFFICE OF THE PROVINCIAL AUDITOR 
PROVINCE OF ONTARIO 
STATEMENT OF EXPENDITURE 
for the year ended March 31, 1983 
1983 1982 
Actual Estimates Actual Estimates 
Salaries and wages........ $2,906,686 $3,105,000 $2,387,375 $2,808,000 
Employee benefits... <...... 346,971 477,000 356,286 454,000 
Transportation and 
communication... .4. 2 102,751 104,000 96,031 80,000 
TE Se” Go aa ea 147,513 112,000 129,516 90,000 
Supplies and equipment... . 46,063 53,000 56,054 25,000 
Transfer payments 
Canadian Comprehensive 
Auditing Foundation .. 35,000 35,000 27,000 27,000 
3,584,984 3,886,000 3,052,262 3,484,000 
Provincial Auditor’s salary . 69,553 65,000 82,267 65,000 


$3,654,537 $3,951,000 $3,134,529 $3,549,000 


NOTES 


1. Accounting Policy 
The statement of expenditure has been prepared using the basis of accounting 
followed by the Province of Ontario with respect to the Public Accounts. This basis uses 
the ‘‘cash flow’’ principle of accounting modified to allow an additional thirty days to pay 
for goods or services pertaining to the fiscal year just ended. 


2. Estimates 
The estimates shown above are those noted and approved, including 
supplementary estimates where applicable. 


AUDITORS’ REPORT 


TO THE BOARD OF INTERNAL ECONOMY 
THE PROVINCE OF ONTARIO 


We have examined the statement of expenditure of the Office of the Provincial 
Auditor for the year ended March 31, 1983. Our examination was made in accordance with 
generally accepted auditing standards and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, this statement presents fairly the expenditures of the Office of the 
Provincial Auditor for the year ended March 31, 1983 in accordance with the accounting 
policy referred to in note 1 to the statement applied on a basis consistent with that of the 
preceding year. 


ALLEN MILES FOX & JOHNSTON 


Toronto, Canada CHARTERED ACCOUNTANTS 


June 8, 1983 
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